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ABSTRACT 

The purpose of this study was to delineate the critical 
relationships with respect to the attainment of success 
within the major league hockey industry, where success is 
defined as profit maximization. 

With the exception of firms situated in a few large 
Canadian cities (Montreal, Toronto and Vancouver) and 
possibly New York City in the U.S., major league hockey 
firms must possess a team of championship caliber before 
they begin to approach profit maximization. 

Several firms within the industry are in untenable 
positions irregardless of their teams' competitiveness 
because they are located in inadequate markets, while the 
long run viability of several other firms is being 
threatened by their lack of adequate facilities. 

Where a firm is not constrained by its lack of an 
adequate market or facility the crucial factor which 
determines whether or not it assembles a championship 
caliber hockey team is the quality of its management 
personnel. The overall quality of managerial performance 
within the industry as a whole was found to be poor. 

Three possible long run solutions to the industry's 
problems were put forward. First, the teams with inadequate 
markets or severe facility problems should not be propped up 
by the healthy firms but rather be allowed to cease 


operations. Second, the industry should attempt to improve 
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the supply of player inputs by providing more assistance to 
minor hockey programs particularly in the province of Quebec 
and the United States. Third, the industry must make a 
concerted effort to reduce the disparity in managerial 
ability which exists between the best managers and their 
less astute counterparts by recruiting more qualified 


people. 
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CHAPTER I 


A. Introduction 

The game of hockey is one of the great unifying 
elements throughout the Dominion of Canada. It has been 
described as "the national religion" and the country's 
"greatest indigenous art form". The sports sections of 
Canadian newspapers from November to May are dominated by 
articles on amateur and professional hockey while over 4.5 
million of the 22 million Canadian people regularly tune in 
the Saturday night television broadcasts of Hockey Night in 
Canadas In fact the largest audience in the history of 
Canadian television, nearly ten million people, watched the 
Russia Canada game telecast on September 11 during the 1976 
Canada Cup Tournament.@ 

The most skillful practitioners of the game in this 
land of hockey worshipers play for pay in the major league 
hockey industry and are more readily recognizable by a 
larger percentage of the population than many Of Sour 


country's leading politicians or artists. 


1 "“Pp.y. Audiences Near 5 Million", The Hockey News, Nov. 1, 


1974, page 37. 
2 Ken McKenzie,"Passing the Puck", The Hockey News, 


1976, page 4. 
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Despite the amount of attention allowed the major 
league hockey industry in the newspaper, on radio and 
television and in bookstores, little has been written about 
the industry as a business. The vast majority of articles, 
television programs, and books focus on major league hockey 
as sport and deal primarily with the personalities, 
philosophies and accomplishments of the games" players and 
coaches. A few articles and books have attempted to analyze 
and explain professional sport using economic theory. 
However, these too have fallen short of a thorough analysis. 

The purpose of this thesis is to analyze the industry 
not as a fan, but as a business manager delineating the 
critical relationships and constraints which uiteinar ety 
determine whether or not a firm remains viable. Once these 
constraints have been isolated they will be explored with 
respect to the attainment of success within the industry 
where success is defined as long run profit maximization. An 
Optimal method of achieving success based on the 
aforementioned analysis will then be postulated. 

Perhaps at no time in its past has the industry been in 
more need of thorough business analysis. Nine of the 
eighteen firms in one of the industry's two cartels the, 
National Hockey League, expect to lose between $500,000 to 
$2,000,000 during the current fiscal year while no firm in 


the other cartel, the World Hockey Association has ever 
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recorded a net profit. 3 

Data was collected from essentially three sources. 
First, secondary data from newspapers, magazines, books, and 
radio and television interviews provided a wealth of 
ce onnation due to the industry's high media visibility. Two 
publications, the N.eH.L. Guide, a fact book produced 
annually by the National Hockey League and The Hockey News, 
the industry's weekly trade magazine, were particularly 
invaluable. Second, a questionaire requesting general 
information was mailed to all thirty firms within the 
industry and seventeen responses were received. Finally, 
when the opportunity presented itself the author interviewed 
various major league hockey managers and scouts. 

Three significant problems emerged with respect to the 
collection of data for the project. First, owners and 
managers within the industry are extremely reluctant to 
disclose information of a financial nature. Consequently, 
the author was unable to acquire access to audited financial 
statements and experienced difficulty in acquiring 
attendance data. Second, due partially to a shortage of 
research funds and partially to the City of Edmonton's 
relative isolation from the mainstream of the industry which 
is focused in the Great Lakes and Eastern Seaboard region of 


the North American continent, the author was unable to 


3 Jamie Wayne, "Next Step in N.H.L.: Contraction", Financial 
Post, Jan. 22, 1977, pages 1 and 2. 


#20 pee ected 


we. acer pT RAAT aE OM) ore et f 
Xa ie * balivor ° axake , 
ae | pRaink2ay - icy ‘ 
vecavonne ieee 5 Oh dale aaa om 
ee. TF eth out dai fie ae “ees re 

éLyszacey: we: _ ee ‘ehe teres aly 
| nee enegreaier? . ‘ete ooh Nau bh ‘eB AiTIe8 
aturw. eetdt ye eies ie O?  Kehsee gee wot 

eth us viauez ee eam 


haxugeviarad sGAalee > af 


e ial Aes 

| ) “nd t08: _— bu “web 
eg 1 oe po sey se a | 

on. nnsaseds't (began, Saks aaannieD dade 


,edsaenpyaues ‘er a goat’. «~ Ve oe Pree tak 
isaaiinytae Agile s sassy exintibs 77 teu ore 2o¥ ed rs 

| pariagyen. ae ; Wapato ine nisi a 
30: O78 1% aie “ et ratentyed ‘wan (aeons caren oan mesem ‘ 


as 


€ fodersinniy, "ke ered ica ip wLpeih oe Sipe, ab44% sides: IK , 
dneiy Catena aie, Bb: wewbaed tan ek east MOET EARS a 


ie : ‘ ‘i 
ee ng niey hisohiae? asses: awa: ‘hese ager - sig we semucot ae ce 
“he! shits one Re aks denazaos tephicen dive aga 

s ae . / : . - i +8 ; F i [ : Z ‘i H “4 a rf 


4 diy dyes Fane ep eey wleay * 


§ bate siete Sh nee 9 R0RE 


of 
, ies ‘i 


develop extensive contacts with managers and owners within 
the industry. Third, the aforementioned problems required 
that reliance be placed largely on secondary data for 
financial estimates and made it virtually impossible to 
conclusively validate these estimates. However, the 
secondary sources tended to reinforce one another with 
respect to the approximate size of the various clubs' total 
Operating budgets. Moreover, the approximate size of the 
individual items were corroborated from conversation with 
individuals working within the industry. . 

The purpose of Chapter II which provides a background 
of the economic structure, theory, and history of the major 
league hockey industry and also presents the approximate 
size of items on a typical major league hockey firm's budget 
is to acquaint the reader with this rather complex industry 
and with some of the budgetary constraints placed on firms 
within it. 

Chapter III begins the analysis of the various market 
and product constraints placed upon the industry‘s managers. 
The first portion of this chapter is devoted to a discussion 
of the most important characteristics of major league hockey 
markets with particular reference to the relationship 
between product differentiation, market characteristics and 
consumer response to the product. Included in this 
discussion is a description of the type of product required 


before profit maximization is achieved. 


The second portion of Chapter IIt is concerned with 
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assessing the various techniques and strategies open to 
managers in their efforts to acquire sufficient raw 
resources to assemble a product. In essence the player 
market is analyzed with respect to the possible sources of 
player inputs. Special attention is given to player inputs 
entering the professional ranks from the amateur feeder 
System. Each feeder system is evaluated with regards to the 
quantity and quality of its outputs. In addition the length 
of transition period required before amateur players attain 
professional success as well as the predictability of 
professional success from amateur performance were also 
examined. 

Chapter IV draws on the analysis of the preceding 
chapters to delineate the factors most Griticatl to 
attainment of profit maximization and suggests a possible 
managerial strategy for achievement of this goal. 

An assessment of the overall state of the art of 
Management within the industry is presented in the middle 
portion cf Chapter IV. 


Finally alternative solutions to this industry's many 


problems are discussed. 
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CHAPTER II 


I - League Organization 

The major league hockey industry is organized into two 
cartels, the National Hockey League (N.H.L.) and the World 
Hockey Association (W.H.A.), consisting of eighteen and 
twelve member firms respectively. Fifteen of the N.H.L. 
clubs and eight of the W.H.A. clubs are located in American 
cities while the remaining firms are situated in Canada. The 
factor that differentiates professional sports leagues from 
other industries with cartel structures is that their 
membership is mutually dependant with respect to production 
of their product, the game.! Since a hockey game cannot be 
produced by an individual club, cooperation and ccordination 


between teams necessitates the establishment of a formal 


organization. 


A. Functions of the League 
The five functions that this organization, the league, 


performs for its membership are discussed on the next few 


pages. 


2 J.C.H. Jones, “The Economics of the National Hockey 


League", 
page 2. 
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1. The Coordination and Standardization of the Product 

The league engages in three different types of activity 
in performing this function. First, league officers draw up 
the schedule which in the case of the N.H.L. involves 720 
regular season games as well as exhibition and playoff 
matches.2 Due to the sheer number of contests and the 
extensive travel involved (N.H.L. clubs travel an average of 
47,000 miles during the eagulde season) it is often 
difficult to avoid conflicts. 

Second, the leagues regularly make adjustments in the 
rule structure, both to reduce interference from outside 
sources and to increase the entertainment value of their 
product. Hockey is an extremely rough, physical contact 
sport, being the only major North American team sport which 
tolerates fighting. Many people feel that the industry has 
not taken forceful enough action in controlling the sport's 
more violent aspects and should be more closely supervised 
by the judiciary. Consequently, the owners have attempted to 
allay some of this concern by imposing more stringent 
controls on the players. In addition, rule changes are also 
implemented to increase the fan's pleasure by attempting to 
reduce play stoppages and speed up the game. 

Finally each professional league attempts to scout, 
recruit and train the best officials possible as officiating 


can greatly add to or detract from the quality of a match. 
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Inzaddition to its thirty six game officials, the N.H.L. 
also employs four Supervisors who grade and coach the 


referees and linesmen as well as recruit new officials.3 


2. The Protection of the Integrity of the Sport 

This function involves protecting the sport's public 
image from besmirchment by any league officials or players. 
The league president is endowed with sweeping powers which 
enable him to impose severe negative sanctions on any league 
employee or player whose actions in any way threaten the 
integrity of the sport. The latter classification includes 
everything from excessively violent play, to lifestyle, but 
the harshest penalties are reserved for those individuals 


who may be connected in any way with gamblers. * 


3. Competitive Restrictions on Firms 

The major league hockey industry virtually eliminates 
economic competition nétwaen teams within the same league by 
stringently restricting competition for both markets and 
player inputs. The former is accomplished by granting 
exclusive marketing rights to a defined spatial area to each 
club while the utilization of non market mechanisms to 


distribute the negotiation rights to players prevents the 


3 1976-77 N-H.L. Guide, page 62. . 
« The clauses in the Standard Player Contract (S.P.C.) which 
provide this power are section 10.2.1 and Section 13 in the 


W.HeA. SeP.C. and Section 4 in the N.H.L- 5.P.C.. 
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latter. 
(1) Exclusive Marketing Rights 

Every major league hockey firm has the exclusive right 
to market its product within a defined spatial area that 
normally encompasses the city that the team is located in 
plus a radius of fifty miles outside the corporate limits.5 
Monopolistic territorial rights provide a major league 
hockey firm with exclusive marketing rights to its three 
primary sources of revenue: in-person attendance, the sale 
of broadcast rights, and auxiliary revenue garnered through 
the sale of concessions, souvenirs, programs and parking. 
(aj) Admission Revenue 

Admission revenue is generated from exhibition, regular 
season and playoff games. Four to fourteen exhibition 
contests are usually played while each major league club 
plays an eighty game regular season schedule consisting of 
forty home and forty away games with the home team retaining 
all gate receipts. In addition, twelve of the eighteen 
NeH.L.e teams and eight of the twelve W.H.A. clubs qualify 
for lucrative post seasonal play that greatly adds to a 
club's revenue as these contests contribute substantially to 
marginal revenue without greatly increasing marginal cost. 


As is the case during the regular season the home team 


6 Roger Gin MINI, "The Team Sports Industry: An 
Introduction.", Government and the Sports Business, Pg- PR aes 
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receives all of the gate receipts. 
(b) Broadcast Revenue 

Each hockey firm has the exclusive right to broadcast 
any home game that is not part of the league's national 
broadcasting package or conversely prevent any game that is 
not part of the package from being broadcast in the area. 
Thus every club has control over local broadcasting as no 
team competes with more than one other from its league. With 
the exception of Vancouver, Montreal, and Toronto of the 
N.H.-L. who share a lucrative national broadcasting contract, 
clubs derive more revenue from local than national 
broadcasting rights.? 
(c) Auxiliary Revenues 

Auxilary revenues include items such as the sale of 
food, beverages, souvenirs, programs and parking space to 
those in attendance at home games. Most lease agreements 
call for these revenues to be divided between the club and 
the arena's ownership; consequently, the magnitude of tke 
revenue accruing to a hockey firm from this source varies 
from one hundred per cent in instances where the club owns 
its own facility to only a portion of the program and 
souveneir revenue in the case of some publicly owned 
facilities. 


(ii) The Player Reservation System 


?7 Ira Horowitz, "Sports Broadcasting", Government and the 
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The player reservation system is a complicated 
structure of rules, regulations, procedures and business 
practices utilized by major league hockey firms to allocate 
the negotiation Rishits to playing talent without resorting 
to competitive bidding between clubs within the same league. 
The objective of the player reservation system is to ensure 
that the negotiation rights to every individual who is 
eligible and capable of playing major league hockey are 
owned by one and only one team within a given league. The 
underlying purposes behind the establishment of this system 
aneyatwo sfLolds iaFirst, ‘ethe, fact. that)sa:sgiven ‘playerts 
potential employers are reduced to two teams, one within 
either league, greatly reduces his bargaining power vis a 
vis his potential employer which in turn allows the latter 
to keep salaries below their free market value. Second, the 
player reservation system provides the potential to reduce 
the disparity in playing talent between the weakest and 
strongest teams in the league as the former are given 
preferential treatment with respect to many of the non 
market mechanisms that constitute the player reservation 
systen. 8 

The numerous devices used to allocate, redistribute and 
maintain the negotiation rights to playing talent can be 


classified into three groups; mechanisms designed to 


8 Roger G. Noll, "The Team Sports: Industry: An 
Introduction.", Government and the Sports Business, pg. 7. 
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distribute the negotiation rights to eligible individuals 
entering professional hockey from the amateur feeder 
systems, devices used to redistribute the contracts of 
marginal players,and restraints on players mobility after 
their contractural obligations have expired. 
(a) Devices Used to Distribute the Negotiation 

Rights to Eligible Amateur Players 

The two most common devices utilized to allocate the 
negotiation rights to amateur players eligible to compete in 
professional hockey are the annual amateur draft of over age 
players and the negotiation list. Of the two the former is 
bynofar; the. most important both quantitatively and 
qualitatively as the vast majority of the players entering 
major league hockey are drafted. 

The draft mechanism is utilized to allocate the 
negotiation rights to the cohort of all amateur hockey 
players who turn twenty years of age during the calendar 
year in which the draft is held. Each team makes a selection 
in turn, the order of selection being determined on an 
inverse order of finish basis, with the last place club in 
the most recently completed season having the first choice 
and so on. The draft continues until all clubs are satisfied 


that the best prospects available have been taken. Selection 


positions are freely negotiable and may he exchanged for 


Players, cash, other draft choices or some combination 


thereof. Since the NeHeL.e and W.H.-A- hold separate drafts 
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from the same pool of amateur talent one team in either 
league will usuaily hold the negotiation rights to a 
particular player resulting in competitive bidding for his 
services. 

Although inter league competition for amateur talent 
raises players salaries considerably above the level they 
would achieve in a monopolistic situation they are probably 
still below their free market position because the number of 


bidders is still restricted to two firms. 


The other less important allocative device, the 
negotiation list, is utilized in instances where an 
individual has been either overlooked in the draft or is too 
old to be drafted, as is the case with some European 
recruits, and is not the property of another team in the 
Same league. Such a player must be placed on a club's 
negotiation list before it may sign him to a _ professional 
contract. A player need not have fulfilled his contractural 
obligation to a team in another league before he can be 
placed on the list but he must have completed his tern 
before he can be signed to a current playing contract.®? When 
the W.H.A. was formed the member teams divided the 
negotiation rights to most of the individuals then playing 
professional hockey by holding a draft and placing these 


athlete's names on negotiation lists. When the hockey player 


9 Sheldon Gallner, Pro Sports: The Contract Game, page 12% 
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completes his contractural obligations to his present team 
he or his agent contacts the club in the other league that 
has his name on their negotiation list and inquires as to 
whether or not they wish to bid for his services against his 
present employer. 

(b) Redistributive Devices - Marginal Players 

In addition to its active twenty man major league 
roster every major league hockey firm also employs five to 
twenty non roster veteran players who perform for a minor 
league professional club. These minor league operations 
perform several functions for the major league club. 

First, they allow younger athletes who have not yet 
attained their full potential as hockey players to engage in 
a learning process and eventually hone their abilities up to 
a major league standard without hurting the major league 
club's Seal a with their novice errors. Second, the non 
roster veterans provide depth for the parent firm when 
injury incapacitates an athlete on the active roster. Third, 
the presence of talented youngsters on the farm club tends 
to motivate veteran performers on the active roster towards 
better performances as they realize that they can easily be 
replaced. Fourth, talented amateurs who are unable to crack 
a contending club's active major league lineup are often 
placed in cold storage on a minor league team until they can 


either be bartered for other players or an opening appears 
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on the major league roster.10 

Two devices employed by the mavjor league hockey 
industry, the intra-league draft and the waiver rule, 
attempt to redistribute the playing rights to marginal 
players on either the major or minor league rosters without 
resorting to competitive bidding for their services. The 
purpose behind this redistribution is two fold; to prevent 
intra-league economic competition for talent and to reduce 
the talent disparity between the league's weak and dominant 


teams. 


Teams are only allowed to protect a limited number of 
active and non roster veteran players during the intra 
league draft. All unprotected players are eligible for 
selection by the other firms in the league on an inverse 
order of finish basis but a limit of two players is usually 
set as the maximum number any one team can lose. For example 
the teams may only be allowed to protect eighteen players 
excluding first year professionals. Therefore the last place 
club has its choice of the nineteenth best player under 
contract to any club in the league. When a club acquires an 
athlete it must add him to its protected list and delete the 
name of another individual from the list making the latter 


eligible for selection in the draft. In addition, ‘the 


10 personal Interview, Mr. Ronald cCaron, Chief Scout, 
Montreal Canadiens, Nov. 18, 1975. 


' | ; P | ; Ue 4 : : a ‘ Ty a 
Te i ae 200 bl. pehst. tay 


Lemehsyes Os reign £8 vo ch ee 
rebeebe. Bis HOA niet ibii Sieg 78, _— a. ts / | ° ps 
at? narsikie i PENG a, nari “oestioai 0 a 

Pages eK . pea) bed aR ‘foe vest eat mht 
coolant on HOGERS ‘not begia Sphinn Oras 4 
rudéiaus Bae 4 uh andiigehy say iageh 364 ee od 


7 
cle | 


19 widens henkeey 6 Loa Tg on. Sho Las dina we a 
tol ent ewendt ie sey nga dee: iota 0B 
to meTY ELS ans phe pelts j 0083 al 7 

© Paquet deb we sapeel- Sle ae satis ame fe anh 
* fun au i Petty ana | te stat 3 eae ia f 
| ad Aenea 7 oe ned ‘eAbs ‘Sable Aadiise’ sn aiudd, Aik 

s3Htesy oeesages padterg - yd Sewage: tid yinu ‘gee neat v6 ) 
goelA. sued S07 extecent adehi, humatota they — BA ab 


268A wey ate, qed m Aeon ks mae ira Me: thes atl aed dasa 
ae pattlipas hd es B ROAW Re } eis hia ands ro = J senda. Wy 


ald) ptolas. tina hi bers ae tn Agi o! wo Nba fane 32 een ay 7 
| eet es ade tuites I2LL" aby mn 3 Leutiesning TON SC.i5 ‘Get. 
ans Vieni RES 4: ‘835° od} lar, i dopeseian| 4 «find te c 
re : 2 , i ” Le. oe eae g Me ee OR ne © makes atta 
PRE BeLHS ymMOtD bh Leper.. ae geSiVnh tT Lenereet ae 
: td vd : , ae " i 7 aan OY *h Pe ven - gc 184 ; Ovi fr. i ¥ 7 7 nae 
oan e ad eS ce USS 


16 


drafting team must pay a fiat rate payment to the 
organization from which it acquired the player. Generally 
the number of quality individuals available in the intra 
league draft is limited, as only the very best organizations 
possess a surplus of quality personnel. Moreover, many of 
these clubs attempt to trade any excess talent they might 
possess for other players or draft choices rather than leave 
it subject to the draft.!1 
The Waiver Rule 

The weaigier rule stipulates that a player is not free to 
negotiate with any other team should his current employer 
yield its exclusive right to his services, but is limited to 
hegotiation with the first firm that picks him up on 
waiverse When a player is released he is placed on waivers 
and any other club in the league can acquire his negotiation 
rights by paying the waiver price. However, ali clubs do not 
have an equal opportunity to acquire individuals on Waivers 
because the order of selection is determined on an inverse 
order of the previous years finish basis. Consequently, the 
worst teams have the best opportunity to purchase waived 
players. Nevertheless, few quality hockey players become 
available through waivers as most of the individuals waived 


are older, possess inflated contracts or are discipline 


11 Charlie Halpin, "N.H.L. 
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problems.12 
(Cc) Restraints on Player Mobility 

Major league hockey employs several restraining devices 
designed to limit player's freedom of movement after they 
have completed their contractural obligations. The number 
and strength of these restraints varies considerably between 
the two cartels, with the N.H.L. beingryy far the more 
restrictive. 
N.H.L. Restrictions 

The N.H.L. employs two major restrictive devices, the 
option clause and the compensation rule. These devices allow 
the firms to maintain player salaries at a level below their 
free market value by discouraging intra league competitive 
bidding for playing talent, thereby reducing the players! 
bargaining power. 
The Option Clause 

The dual option clause employed by the N.H.L. in its 
Standard Player Contract (S.P.C.) states that a player is 
bound to his club for the length of his contract plus an 
option year. At the end of the specified length of the 
contract either the club or the player can renew the 


contract for an additional year on the same terms. If 
wishes to "play out" his option he must notify the 


will 


player 


elubr@iprior:. tomabecertain ‘date)~orP his contract 


12 Norm MacLean, "N.H.L. Waiver Rule: Salvation Of Hockey 
Vets." , The Hockey News, Nov. 5, 1976, page 3. 
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automatically be renewed for another contract year plus an 
additional option year.13 

The option clause restricts a player's movement because 
he is bound to his club for an additional year beyond the 
stated term of his contract. Should the athlete be injured 
and unable to play again while he is in the process of 
playing out his option the club would be free to terminate 
his contract on completion of the option year. 
The Compensation Rule 

The option clause itself would not be so restrictive if 
it were not accompanied by the compensation rule which 
states that any club signing an individual who has played 
out his option must compensate the player's former employer 
with either players, draft choices or cash.!% If the two 
firms cannot come to a mutually acceptable agreement with 
respect to the amount of compensation the matter is subject 
to fixed point arbitration. Both teams submit proposals to 
the arbitrator specifying the amount of compensation 
Beet ca or offered as the case may be. The arbitrator then 
accepts the proposal which he judges to be the fairest, 
thereby encouraging clubs to be reasonable in their demands. 

The combined effect of the compensation rule and the 
option clause is to greatly reduce the intra league 


contractural mobility of N.eH.L. players. The player's 


13 Section 17 N.H.L. S.P.C.. 
1¢ By Law Section 9A N.H.L. S.P.Ce.~ 
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motivation in playing out his option is to better himself 
whether it be in terms of monetary rewards or psychic 
satisfaction. However, the presence of the latter two rules 
Significantly increase the uncertainty associated with 
attaining free agent status as the athlete is gambling that 
he will perforn well, avoid injury, and be able to locate a 
firm willing to compensate him for the high degree of risk 
he is undergoing despite the fact that it will have to pay a 
substantial indemnity to his former employer. Thus this high 
degree of uncertainty that has been created through the 
development of the option clause and compensation rule tends 
to dissuade N.H.L. players from becoming free agents.15 
WHA. Restrictions 
The Secondary Draft 

The unique player reservation mechanism used by the 
W.H.A. to deal with free agents, the secondary draft, is 
perhaps the nost liberal device of its kind in professional 
Sport. The W.H.A. Standard Player Contract contains no 
option clause. If the athlete and his current team are 
unable to reach an amicable contractural agreement they take 
the matter before an arbitration board. Should either party 


disagree with the arbitration board's award the player 


enters the "secondary draft" pool from which other teams in 


the league choose players, the order of selection being 


1S Sheldon Gallner, Pro Sports: The Contract Game, 
126-128. 
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determined on an inverse order of finish basis. If the 
athlete is unable to reach an agreement with the first team 
that selects him, he continutes to re-enter the pool until a 
mutually compatible club selects him.16 In theory, a W.f.A. 
player is free to play with any other club in the league 
after he completes his contractural obligations to his 
current employer. However, in practice a group boycott of 
free agents may be in effect amongst the W.H.A. owners as 
only one player, in the four year history of the league has 


moved from one club to another via the secondary draft. 


4. The Formation of a Common Front Against 
Interest Groups 

In recent years the major league hockey industry has 
become increasingly embroiled in conflicts with assorted 
interest groups, the three most common of which have been 
the government antitrust investigators, the judiciary, and 
the opposing cartels themselves. 

Government antitrust investigators and civil 
libertarians have been eG professional sport 
increasingly closer scrutiny in recent years with respect to 
the restrictions inherent in the player reservation system 


and the granting of exclusive marketing rights to 


geographical areas.17 


16 W.H.A. S.P.C. Section 16. 
17 Edmonton Journal, Nov. 26, 1975, page 
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Meanwhile the judiciary, the media, and the public are 
voicing grave concern over the degree of unnecessary 
violence within the game. These groups believe that the 
industry has been lax in policing itself in these areas and 
may have to be encouraged to rectify the situation through 
the courts. 

While the cartels' relationships with their respective 
players‘ associations have been relatively tranquil in 
recent years both associations are ever vigilant and ready 
to protect their rights by litigation if necessary. 
Similarly, although their relationship has noticably 
improved in the recent past, both the N.H.L. and W.H.A. keep 
a wary eye posted on each other for any possible breach of 
their PeSneceina rights. 

The member firms of the major league hockey cartels are 
able to better defend themselves against attacks from the 
aforementioned interest groups because of the unity that 
results from the league structure. By presenting a unified 
front against their cpposition they can make a more 
concerted defence of those unique institutions within the 
industry (i.e. monopolistic territorial rights and the 


player reservation system) that they deem most crucial to 


its viability. 


5. Provision of Financial Assistance to 


Ailing Franchises 


When one member firm of a league runs into financial 
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difficulty it is often subsidized by its league partners 
until such time that it either becomes viable or ceases 
operations. The provision of financial assistance is often 
the only thing that allows a franchise with a poor product 
Or market to remain viable. 

There are essentially three reasons why other major 
league firms support their less successful partners. First, 
the strength of the mutual dependency between clubs forces 
the more successful firms to subsidize the less viable at 
least in the short run; if only to avoid the scheduling 
problems that result when a team ceases operations. Second, 
professional sport derives much of its appeal from the high 
degree of product differentiation that has been built up 
around it. When a firm within a league ceases operations in 
midseason the whole league loses some of its legitimacy. 
Consequently, the rest of the league will often prop up an 
ailing partner in order to protect its degree of product 
differentiation. Finally, the other clubs often have a 
direct financial interest in ensuring another's viability as 
is the case when an expansion team that is still making 


franchise payments to the league encounters financial 


difficuity.i6 


18 Red Fisher, "NeH.L. Settles For Less Than $6 Million 
Fees", The Montreal Star, March 1, 1977, page B-1. 
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II- Determinants of Product Quality 

A number of researchers, notably Jones, Demmert and 
Noll have analyzed the most important determinants of an 
athletic contest's quality. The following discussion is a 
Synthesis of their findings. 

Major league hockey derives much of its appeal from the 
high degree of differentiation between its primary inputs, 
the players, and the inputs of all other types of hockey. 
Major league professional hockey players are regarded as 
being qualitatively far superior to any other group of 
hockey players either amateur or professional.!9 Thus the 
association of an extremely high absolute skill level with a 
match between two major league clubs adds greatly to the 
utility derived from the contest by the public. 

| Besides a high absolute skill level Demmert observed 
that the consumers of athletic contests also derive utility 
from the closeness of the match, that is the uncertainty of 
its outcome.2° Therefore the closer the match the greater 
the attendance ceteris paribus. However, the contestants nay 
have to have attained some minimal skill level before this 
relationship holds as there appears to be little demand for 


contests between very weak major league clubs. 


19 J.C.H. Jones, “The Economics of the N.HL.", Canadian 
Journal of Economics, Vol. 2 (Feb., 1969), page 3. 
20 Henry Ge Demmert, The Economics of Professional Team 


Sports, page 10. 


ehh wee: tschea 
se eveasen TTT ya v8 re ae aia" i 7 
ta aoasadeternt rant gaylge es 

ob 4 ve socal : raat ae peri Mae 

| ey), (patel: at 

md 4 aod iaugas prog sii =e @P ih’ rae cone 

yank erates @r) me ouese nega ins deo 

eigod te. (eagyh > saite lhe ‘aseyEk os 7 sii 0 | 

| | Atel . oa’  panseeme tae. eee — 

eT ee ee soL wanes a2 '5 iain’ 

ud enut %4 yi gat $< arae: zu tpnitene «gat anita on 

e whew Dave Uende asp bonny Agia \clonetige 1038 at 

ats oF gb iPwse 2h p aanis neg “chai Kcienanalina 
; ot ang vr yd depo a gv (ab inant ’ 

enaeatis eet 4 ai! a aan: 8 eohbrse ae in 


a * 
eh Leey arash tat % “canted sipAtate 2m ‘gevewesoo oa? 


io (eebestaban ag? 237 seb? “age Ne éeemeants aa 


&. a 
iim stv faree 5 hog | i7 ahd owTOR SOR AT hier a) 
| pare 
88 wad hienas. aaa" (TR oh quis spstn oe 


oA Gg 


Vrag 


aap) S02 ‘ea heyei atx ay > peneeie ooo? baniaets even on 


793° Anse iA alrite eat er pailaad wren? an aheon nail 


| Si 


sedate ‘Sig hos. ee 7 “too aida viguensa' ret, 


a es oaerrit | i. 


L | ais, | eee gat. » Pip By ey 


oi cat ne i eee . 


owt uyAY L008 7 
ae weed Os “id 


o 


7 , . y ae vy 
7 = ft > : : = re ; 
iy, ’ 
‘ 7 : D iy i 7 Hh, 
iw at mm i 4 
gg a —7y es : ™ 


24 


Paradoxically the quality of a hockey match ag measured 
by consumer demand also appears to increase when its outcome 
is highly predictable in a positive direction. Hockey 
attendance remains at one hundred per cent of capacity even 
when the probability of a home team victory remains 
extremely high. For example over the last two seasons the 
Philadelphia Flyers of the N.H.L. have only lost ten out of 
their eighty regular season home games yet their attendance 
has remained at one hundred per eens ofiicapacity 7" 17,077 
spectators per contest. 21! 

Demmert notes that this relationship between winning 
and attendance probably occurs because fans derive added 
utility from the vicarious pleasure of associating with a 
winner.?22 The observation is partiaily validated in that 
there appears to be an inverse relationship between what can 
be termed negative uncertainty (a low probability of 
winning) and attendance. Teams with less than outstanding 
records operate at substantially less than one hundred per 
cent of capacity. With the exception of the two Canadian 
based N.H.L. clubs, Vancouver and Toronto, no N.H.L. club in 
recent years has attained capacity attendances without being 
legitimized as a championship contender. Thus the lower the 


probability that the home team will win the lower will be 


21 Alan Richman, "No Ducats in Philly", The Montreal Star, 


October 8, 1975, page D-2. 
22 Henry C. Demmert, The Economics of Professional Team 


Sports, pages 10-11. ers 
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its attendance, as a general rule. 

It is apparent that consumers also derive utility from 
major league hockey games that is separate and distinct from 
either the absolute skill level of the contestants or the 
certainty of victory. Due to the sheer number of factors 
that can produce this distinct entertainment value it is 
impossible to develop an all inclusive list. However, the 
elements that are most often responsible for larger 
attendances than would be predicted given the absolute skill 
level of the contestants, the uncertainty of the outcome, or 
the probability that the fans would experience the vicarious 
pleasure of winning can be delineated into several groups. 

Socio-cultural considerations seems to effect hockey 
attendance much more than other professional sports in that 
Canadian markets are evidently superior to their American 
counterparts with respect to fan support ceteris paribus. No 
American city in recent years has ever supported a losing 
major league hockey team with capacity crowds over an 
extended period of time while two Canadian teams, the 
Toronto Maple Leafs and Vancouver Canucks have enjoyed 
outstanding attendance despite their lack of 
competitiveness. Since it entered the league prior to the 
1970-71 season Vancouver has had the third worst record in 
the N.HeLe on four occasions and has never finished higher 
than ninth in the overall points standings yet has never 


failed to sell out its 15,570 seat arena to season ticket 
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Subscribers.23 Similarly, the Toronto Maple Leafs have 
operated at one hundred per cent of capacity, since the 
1946-47 season even though they have been out of 
championship contention for almost a decade. 2¢ 

The presence of a strong rivalry between +eams, 
especially if the rivalry is expressed in a violent manner, 
also tends to lead to increased attendances according to 
several knowledgeable hockey managers.25 In fact some firms 
have emphasized the more violent aspects of the _ game, 
particularly fighting, more than its intrinsic speed or 
skill.26 

Record breaking performances by individual athletes 
have also been known to have a_e positive effect on 
attendance. For instance, despite the fact that they 
finished in second place during the 1965-66 season and 
recorded a first place finish in 1966-67 the Chicago Black 
Hawks attendance was higher in the former rather than the 
latter season, largely because Bobby Hull broke the fifty 
goal record in 1965-66. Similarly, the Boston Bruins’ 
attendance increased, despite dropping a position in the 


standings, in Bobby Orr's rookie season of 1966-67.27 


NeH»L. Guide, pages 157-165. . 
24 J.C.H. Jones, “The Economics of the N.H.L.", Canadian 


Journal of Economics, Vol. 2 (Feb., 1969), page 8. 

25 Personal Interview, Mre William MacFarlane, Feb. 16, 
1976. 

26 Jerry Kirshenbaum, "Heated Signs of Icy War", Sports 
Illustrated, Nov. 10, 1975, page 93. , 
27 J.C.H. Jones, "The Economics of the N.H.L.", Canadian 
Journal of Economics, Vol. 2 (Feb., 1969), pages 16-17. 
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The presence of outstanding performers also tends to 
increase attendance even when the outcome is not very much 
in doubt and there is very little probability that the local 
fans will be able to experience the thrill of victory 
vicariously through their hockey team. The Houston Aeros of 
the W.H.A. drew an average of 9,309 fans per road contes+ 
compared to 7,502 fans per road game for the average W.H.A. 
club during the 1974-75 season.28 The Washington Capitols 
who averaged just under 10,000 fans per game experienced 
several capacity crowds of over 17,000 in 1975-76 when the 
defending Stanley Cup Champion Philadelphia Flyers were the 
visiting team. 

The arena itself can also be viewed as a determinant of 
the game or product's quality in that a modern, clean 
facility with ample parking and easy access provides a 
Superior package as it adds to the customers! enjoyment and 
convenience. Franchises lacking particularly outstanding 
facilities still enjoy excellent attendance if they ice 
competitive teams because they sell a high percentage of 
their seats on a seasonal basis. However, in areas with a 
low demand for hockey a poor arena or location can have a 
significant effect on the walk in gate.2? 

Scheduling can also affect the product's UE y: 


especially in low hockey demand areas, as attendance is 


28 1975-76 WeH.A. Media Guide, page 82. sdgcoe 
29 Don Ramsey, “Red Wings Face Losses OfM ot M2 Lb Ton st, 


Toronto Globe and Mail, Oct. 30, 1976, page 50. 
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lower when too many games are presented in too short a time 
period.39 Once again a franchise experiencing a high demand 
for its product need not greatly concern itself with 
scheduling because it sells a large proportion of its seats 
to season ticket subscribers while the franchise owner 
experiencing a substantially lower demand for hockey must 


place greater reliance on foot traffic. 


II. History of the Industry 

The formation of the N.H.L. in 1917 signaled the start 
of the major league hockey industry. The league began 
Operations with six teams, all of them situated in Canada, 
and a twenty-two game schedule but by the 1926-27 season had 
increased its membership to ten clubs, six of which were 
located in the United States, and doubled its regular season 
schedule to forty-four games. Franchise transfers and name 
changes were frequent during this period. fhe Quebec 
franchise which commenced operations during the 1919-20 
season was shifted to Hamilton in 1920 and finally to New 
York prior to the 1925-26 season where the club became known 
as the Americans. Similarly, the Toronto entry operated 
under three different names during this period the Arenas, 


the St. Patricks, (‘and finally the Maple Leafs.3! This era 


30 Personal Interview, Doug Wenshclag, Director of 


Marketing, Edmonton Oilers, Aug. 26, 1976. 
31 Gerald Eskenazi, The Fastest Sport, Page 53-54. 
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was noteworthy for three events: First, the utilization of 
franchise transfers in an effort to ensure the viability of 
member firms. Second, the addition of the American teams 
making the industry binational in scope. Finally, the 
dramatic increase in both league membership and the number 
of games scheduled. 

The next twenty years from 1926 to 1946 which spanned 
the Depression and the war years were ones of retrenchment 
for the league. Only six of the ten firms in existence 
during the 1926-27 season were still in business in 1942- 
43.32 Particularly vulnerable were clubs sharing a city with 
another team. The Montreal Maroons and New York Americans 
were forced to cease operations when they could not 
successfully compete for attendance with the Montreal 
Canadiens and New York Rangers respectively as the latter 
two teams had superior on ice records. Three important 
events occurred during this period in the N.H.L.‘'S 
existence. First, the league membership was cut almost in 
half because team's attendance fell off during the 
Depression. Second, both teams sharing a franchise location 
were unable to remain viable; a trend which was to continue 
in later years. Third, the N.H.L.‘'s leadership made a 
dramatic change in 1946 when Clarence Campbell took over the 
presidency from Mervyn "Red" Dutton who had succeeded the 


league's original president, Frank Calder after the latter's 


32 Gary Ronberg, The Hockey Encyclopedia, pages 19-22. 
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death in 1943. 

The next twenty years were ones of consolidation for 
the league as its membership remained stable at six firms, 
Montreal, Toronto, Boston, Detroit, New York and Chicago. 
The only developments of note were the commencement of a 
pension plan in 1948, and the establishment of an intra- 
league draft in 1954. By 1965 most firms had reached a 
plateau in revenues as Chicago and Montreal were over one 
hundred per cent of capacity while Toronto was just below 
capacity and Detroit, New York and Boston operated at 96, 80 
and 85 per cent of capacity respectively. The clubs were 
approaching the upper limits on revenues from in-person 
attendance because of the finite limits on the size of 
arenas, the number of games played and the ticket prices 
charged. 33 

The league sought to overcome these limitations on its 
revenues by obtaining a national television contract with a 
major American network. However, before it could attain this 
objective the N.H.L. had to establish a national market for 
its product by expanding into important market areas in 
California, the American Mid-West and along the Eastern 
seaboard that it had previously neglected during its period 


of consolidation. 3% 


The NeH.L. radically changed its structure when it 


33 J.C.H. Jones, “The Economics of the N.H.L.", Canadian 
Journal of Economics, Vol. 2 (Feb. 1969), page 18. 
ae " Beddoes, “Pischler, Gitler, Hockey!, page 92. 
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doubled its size in 1967 through the addition of six new 
firms the California Seals, the Los Angeles Kings, the 
Minnesota North Stars, the St. Louis Blues, the Philadelphia 
Flyers and the Pittsburgh Penguins. The expanded market 
dramatically changed both the mode “ef amount of travel done 
by clubs in that jet travel now had to be utilized where 
train travel had previously been the most common form of 
transportation. However, the greatest fundamental change in 
league structure necessitated by expansion was to occur with 
respect to the player reservation system's method of 
distributing the playing rights to athletes within hockey's 
amateur feeder systems. 

The league had previously operated a sponsorship systen 
in conjunction with the governing body of amateur hockey in 
Canada, the Canadian Amateur Hockey Association (C.A.H.A.), 
that allowed each N.H.L. club to sponsor a number of amateur 
teams either directly of indirectly and thereby obtain the 
playing rights to the individuals on these sponsored teams. 
The net effect of this agreement was to provide the N.H.L. 
with effective control of amateur hockey in Canada. 35 

Three factors in the C.A.H.-A.-N.H.-L. agreement provided 
this control. First, the C.A.H.A. recognized the N.H.L. as 
the sole and exclusive governing body and bargaining 


authority for professional hockey. Second, the N.H.L. 


35 Bruce Kidd and John MacFarlane, The Death of Hockey, 


pages 54-58. 
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obtained direct access to the labor market by sponsoring 
teams. Technically, sponsorship gave a professional team the 
exclusive right to direct the affairs of any two amateur 
teams. However, due to ownership and affiliation at the 
minor professional level each N.H.L. club directed eight or 
more amateur teams. In addition to this N.H.L. two sponsored 
clubs rule, the C.A.H.A. definition of a club included 
Senior, Intermediate, Junior or Juvenile, Midget and Bantam 
teams which gave rise to a chain of affiliates that 
furthered the degree of vertical integration between amateur 
and professional teams. 

Third, control over individual players was extended by 
the use of “try out" ("A form) and “"option™ ("BY and cr 
forms) agreements which attempted to bind amateurs to a 
particular professional club when they reached sixteen years 
of age. While the "A" form merely gave a club negotiation 
rights, the "BY" and "Cc" forms gave the club an exclusive 
continuing option on the player's services both amateur and 
professional. The N.H.L. attempted to reduce inter-club 
rivalry in the signing of "B" and "Cc" forms through the use 
of the protected list and an amateur draft. The former 
allowed each N.H.Le club to protect a limited number of 


players, other N.H.L. teams being forbidden from negotiating 


with athletes on another club's list, while the latter 
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provided access to the amateurs not on protected lists. 36 

The sponsorship system became unworkable when the 
N.H.L. expanded to twelve teams because the new firms could 
not establish their own vertically integrated sponsorship 
systems very easily as most of the better areas were 
occupied by existing teams. Moreover, considerable lag time 
would have been required before the expansion teams! 
sponsored clubs productivity approached a respectable 
level.37 

The league Prespondes to the aforementioned probiem by 
phasing out the sponsorship system and substituting a 
universal amateur draft in its stead. The N.H.L. club's 
protected lists of amateur hockey players were frozen after 
the completion of the 1965-66 season with all other amateur 
players being eligible for the draft upon reaching a 
puaistying age. The number of players on the protected list 
gradually declined over the next few years as_ the 
individuals whose names were on the list at the conclusion 
of the 1965-66 season entered the professional ranks. The 
1969 Bitisceae amateur draft marked the first time that all 
amateur players in the world who met the age of eligibility 
requirement were eligible for the draft. 36 


According to the new agreement with the C.A.H.A. 


36 J.C.H. Jones, "The Economics of the N.H.L.", Canadian 
Journal of Economics, Vol. 2 (Feb. 1969), pages T1=15- 

37 Gerald Eskenazi, A Thinking Mans Guide to Pro Hockey B , 
page 200-201. : | 

38 1972-73 N.HeL. Guide, page 134. 
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"tryout" and option agreements were discontinued with all 
amateurs reaching the age of twenty-one being eligible for 
the draft. The N.H.L. was to pay a set amount to the 
C.A.H.A. for each player drafted, who in turn passed a 
portion of this development money back to the amateur hockey 
operators. A final provision of» the. mew -.CSAcHJAc“N.H LE 
agreement established a fund to assist in developing 
players. This agreement was somewhat modified later by 
lowering the eligibility age to twenty from twenty-one. 

Many experts expressed fear that the lack of parity 
between expansion and established teams, coupled with a 
dilution of the N.H.L.'s absolute skill level would prove a 
financial disaster for the league. However, these fears 
proved for the most part to be exaggerated as several teams 
notably Minnesota, Philadelphia and St. Louis proved to be 
almost - immediate financial successes. The expansion clubs 
were reasonably competitive with their established sisters, 
winning forty games, double the number predicted by many 
experts. 39 

Encouraged by its success the league added two more 
teams in 1970, the Vancouver Canucks and the Buffalo Sabres. 
The financial success being enjoyed by the league was 
reflected in the much higher entry fee charged the new firms 


($6,000,000 each) as opposed to the $2,000,000 paid by the 


39 "Hawk On the Wing", Time Magazine, March 1, 
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1967 expansion teams.*9 Both of the new clubs were 
resounding financial successes, the Canucks selling out 
their 15,570 seat Coliseum to season ticket subscribers fron 
their first day of operation and the Sabres increasing the 
Size of their arena from 15,534 to 16,433 seats over the 
next few years without being able to satiate the demand for 
tickets.¢! 

In 1971 the structure of the major league hockey 
industry was altered radically when two sports entrepreneurs 
Dennis Murphy and Gary Davidson, doubtless inspired by the 
aforementioned success stories, organized a second cartel, 
the World Hockey Association (W.H.A.) with the express 
purpose of competing with the N.H.L. for the major league 
hockey dollar.*2 Overnight the NeHeL.'sS traditional 
monopolistic position with respect to the recruitment and 
retention of players was changed to one of duopoly. 
Predictably, operating costs in general and player's 
salaries in particular rose dramatically. The break-even 
point for an average N.H.L. franchise doubled from $1.75 
million in 1971 to $3.5 million in 1975, while the average 
NeH.L. player's salary nearly tripled from $28,000 to 


$75,319 over the same period of time.*3 


#0 Gerald FEskenazi, A Thinking Mans Guide to Pro Hockey, 
page 191. 

41 Beddoes, Fischler, Gitler, Hockey!, pages 153 and 150. 

*2 Gerald Eskenazi, The Fastest Sport, pages 62-65. 
*3 Hugh Townsend, The Halifax Chronicle Herald, "Facing 
Facts", Dec 17, 1975, page 23. 
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The two cartels engaged in a land grab battle for the 
most promising undeveloped markets either one hoping to 
secure the best franchise sites for itself. Despite 
complaints about further diluting its product the N.H.L. 
expanded to Long Island and Atlanta in 1972 thereby denying 
the W.H.A. access to the recently completed modern arenas in 
these two cities. A similarly motivated expansion occurred 
when Kansas City and Washington were admitted to the N.H.L. 
circuit in 1974. 

Meanwhile the W.H.A. aggressively established a twelve 
team league concentrating on smaller Canadian cities 
(Edmonton, Calgary, Quebec and Winnipeg), N.H.L. cities and 
metropolitan areas with apparently excess hockey demand 
(Philadelphia, St, Paul, Chicago, New York, Boston, Los 
Angeles, Vancouver and Toronto) and American cities with 
suspect hockey markets such as Phoenix, Houston, San Diego, 
Denver, Indianapolis, Cleveland and Cincinnati.** To date 
the new league's attempts to successfully compete with the 
N.H.L. in its territory have been dismal failures. The 
W.H.A. clubs have had to cease operations or shift their 
franchises in every instance where the two have competed 
head to head. 

Its lack of product differentiation has severely 


handicapped the W.H.A. in its efforts to attract more fans. 


The league is still not legitimized as being major league to 


#4 1975-76 W.H-A- Media Guide, page 40-43. 
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the same extent as the N.H.L.. largely because its player 
inputs are not as. highly regarded as those of the older 
circuit. Moreover, it suffers from a shortage of top flight 
facilities as no fewer than six of the clubs operate out of 
arenas that are below N.H.L. standard. 

The W.H.A. has developed four advantages over the 
NeH.L. with respect to attracting franchise applicants. 
Pirst, its entrance fee of $1.5-2.0 million is some $4-4.5 
million lower than the N.H.L.'s. Second, it should be easier 
to build a contending W.H.A. club because not only does each 
team receive more opportunities at the top amateur players 
in the draft, as there are fewer W.H.A. clubs hence more 
chances to select players, but it also has access to N.H.L. 
free agents. Third, the W.H.A. has been less rigid than the 
N.HoL. in accepting franchises with substandard buildings. 
Finally, W.H.eA. teams operating budgets are much lower than 
their N.H.L. counterparts being in the neighborhood of £2.5- 
3.0 million annually as opposed to the $3.5-4.0 million 
budgets of N.H.-L. clubs.*5 

The early history of the W.H.A. is much like that of 
the young N.H.L.. Franchises have been repeatedly 
established, solid, shifted, and declared insolvent with only 
four (Edmonton, Quebec, Winnipeg and Houston) of the 


original twelve franchises being stationary over the leagues 


*5 Doug McConnell, "Economics, Parity Immediate Fanchise, 
All Factors in Roadrunners Joining W.H.A.", The Hockey News, 


Oct. 12, 1973, page 31. 
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five years of existence. Other franchises have been 
established and failed in such diverse locations as Boston, 
Cleveland, Los Angeles, New York, New Jersey, Denver, St. 
Paul, Vancouver, Detroit, Philadelphia, Toronto and 
Baltimore. However, despite the large number of franchise 
relocations the W.H.A. appears to be stabilizing to a degree 
with five teams either making money or approaching their 
break even point while another firm the Fdmonton Oilers 
would have almost undoubtedly been solidly in the black if 
its team was a contender. *6 

Noll has delineated a two phase sequence of events for 
a new league. In Phase One the new cartel's strength is 
tested economically as it enters intense competition for 
players with the established league and proves that it can 
Int lict financial losses on its rival by bidding up 
operating costs, particularly player's salaries. A merger is 
negotiated in Phase Two resulting in an interleague 
Championship playoff and a tightening of the player 
reservation system which in turn forces a reduction in 
player salaries, thereby reducing operating costs.*? Using 
Noll's typology the W.H.A. appears to be at Phase One and 


Three Quarters. There is ample evidence of interleague 


discussion and cooperation which many observers feel will 


*6 The Hockey News, March 5, 1976, page 27. 
ae Roger G. Noll, "The Team Sports Industry: An 


Introduction." , Government and the Professional Sports 
Business, page 5. 
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eventually lead to some form of accommodation such as a 


common universal draft if not an outright merger, *8 


a 


*6 Lawrence Martin and Don Ramsey, "N.H.L. and W.H.A. 
Executives Discussing Consolidation", Toronto Globe and Mail 
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March 16, 1976, page 36. 
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IV - Sources of Revenue 


(A) Revenues 


1. In-Person Attendance Revenue 
(i) Regular Season 

In-person attendance is the single greatest source of 
revenue in the major league hockey industry, accounting for 
at least seventy percent of most clubs' income. 
Unfortunately, it is extremely difficult to obtain accurate 
financial data about the magnitude of these revenues as 
clubs are reluctant to disclose financial information. 
Consequently, ae was necessary to estimate in-person 
attendance revenues from information garnered through 
magazine and newspaper articles as well as a questionaire 
that was mailed to every firm in the industry. Eight of the 
twelve W.H.A. firms and ten of the eighteen N.H.L. clubs 
responded to the questionaire. However, a problem was 
encountered in that some questions were incomplete. For 
example, only four teams in either league provided 
information concerning the distribution of seats within the 
various price ranges. 

Interpretation of the attendance and ticket price 
information was complicated by several problems. First, the 


attendance information may have been somewhat unreliable as 
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some teams may have overestimated attendance for publicity 
reasons or included persons receiving free tickets in their 
attendance count.*% Second, some clubs (usually those 
experiencing low demand for” their 9iproduct) practice 
extensive ticket discounting thereby lowering the average 
price per seat. Third, since as was previously noted only 
limited information concerning the distribution of seats 
within the various price ranges was available, estimates of 
the average price per seat were of necessity based on the 
price range. It was assumed that a relatively large number 
of seats would be included in the highest price range and so 
on with the lowest price range containing relatively few 
seats. 

Fourth, the higher priced seats close to the ice and 
between the goal lines are usually in greater demand than 
the less expensive seats. This difference in demand for seat 
locations can lead to errors in calculating the average 
revenue generated per admission because the average price 
per seat as calculated using the seating distribution 
underestimates the amount charged each admittance as a 
larger percentage of the higher priced seats are sold when 
the firm is not utilizing its full seating capacity.5° 


Finally, ticket price and attendance information for several 


#9 Gary Mueller", "Blues Financial Problems A Sign of the 
Time s", St. Louis Post Dispatch, Feb. 10, 1976, page 2B. 
SO Pat Thompson, "North Stars Betting New T-shirts They'll 
Make Playoffs This Season", The Hockey News, Sept. 1975. 
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NeH.L. firms (Chicago, Detroit, Atlanta, St. Louis and 
Buffalo) was incomplete. However, relatively accurate 
estimates of the approximate price range and attendance 
could be made based on product demand. 

The magnitude and limitations on the in-person 
attendance revenues generated by major league hockey clubs 
can be most conveniently examined by classifying the firms! 
market areas as being of high, moderate or low demand. 

The two most important distinguishing features of a 
high demand area in the major league hockey industry are 
excess demand for tickets in conjunction with a high average 
price per seat. Firms in this position normally operate at 
full seating capacity, sell a large proportion of seating 
capacity on a seasonal basis and charge an average price per 
seat in excess of eight dollars. They practice little or no 
ticket discounting and generate regular season ticket 
revenues ranging from just under five to over six million 
dollars, depending on the size of their facility. 

In-person attendance revenues in high demand areas are 
restricted by the finite limits on ticket prices, the number 
of games and the size of arenas. Ticket prices may have 
reached their upper limits at the present time as some high 
demand areas with contending teams report that they are 


slightly under capacity which indicates that their ticket 
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prices are close to equilibrium with attendance.5! 
Similarly, widespread complaints from fans and players 
indicate that the ceiling on the number of games played is 
also being approached. Each major league currently plays an 
eighty game regular season Schedule, but exhibition and 
playoffs increase the total to over one hundred games for 
some teams. Similarly, the largest arenas seat eighteen 
thousand spectators and none hold more than twenty-one 
thousand including standees,.S2 The NoHLL.'s record 
attendance of 725,448 was set by the St. Louis Blues during 
the 1972-73 season.$3 Although several teams have been able 
to expand their facilities to accommodate increased demand 
for their product, it is rarely possible to improve seating 
Capacity by more a few thousand seats.5¢ 

Firms with moderate demand for their product operate at 
several thousand seats below capacity, charge appreciably 
lower ticket prices and practice more ticket discounting 
than clubs experiencing high demand. A typical club in a 
moderate demand situation has an average price per seat of 
between seven and eight dollars, averages approximately 
eleven to thirteen thousand spectators per contest and 


S1 Red Fisher, “Playoff Prices Hit $14 Tops For Canadiens", 
The Montreal Star, March 19, 1976, page B-2. 

S2 1976-77 N.H.L. Guide. 

$3 Paul Patton, “Black Hawks, Blues Have Inside Track for 
Orr ", Toronto Globe and Mail, June 7, SS. 

S# The N.H.L's St. Louis and Buffalo franchises have nade 
the most extensive additions to their seating capacities, 
adding 6,000 seats each. 
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generates from three to three and three quarters of a 
million dollars in ticket revenue during the regular season. 

The primary restrictions on the in-person attendance 
revenues of clubs experiencing moderate demand is the 
quality of the product offered the public. If these 
enterprises operated teams with superior winning records 
they would almost undoubtedly also attain capacity 
attendance. In fact, several of the clubs experiencing 
moderate demand for their product once commanded capacity 
crowds, but have seen them dwindle with the deterioration of 
their on ice performance.SS For example, Minnesota was 
consistently selling out by the 1971-72 season then the 
team's position in the standings began to decline. The 
average per game attendance fell from a high of over 15,000 
in 1972-73 to 13,587 in 1974-75 and eventually to 9,661 
during the 1975-76 season.5® 

Clubs with low demand for their product utilize less 
than half their seating capacity and have a low average 
price per seat as a result of their extensive ticket 
discounting. An average price per seat is difficult to 
calculate for these teams because of this extensive ticket 


discounting; however, it is certainly under six dollars and 


SS Minnesota, Detroit, St. Louis, and Chicago operated at 


S56 Questionaire Information and The Hockey News, April 23, 
1976, page 26. 
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probably less than five in many instances.$? These firms 
average under seven thousand fans per game and generate from 
just under one to two million dollars in gate receipts 
during the regular season. 

Unlike firms with high or moderate demand these firms 
may face a more serious restriction on their revenue 
production than the size of their building or quality of 
their product in that they are quite possibly located in 
inadequate markets. If this is the case their alternatives 
are twofold; relocate in a more hospitable environment or 
cease Operations. However, in practice it is often difficult 
to distinguish between inadequate market potential and poor 
product quality as the primary determinant of low demand 
since most clubs experiencing low demand are also 
uncompetitive. Moreover, the situation is complicated by the 
WeHeAe's tack of product diffentiation in comparison to the 
N.H.-L. which undoubtedly tends to distort its attendances in 
a downward direction. The W.H.A.'s Houston Aeros , who have 
participated in every W.H.A. final Series since the league's 
inception, averaged only 9,177 fans per regular season 
contest while the Atlanta Flames, a mediocre N.H.L. club 
also located in a similar southern market averaged several 
thousand fans more per game. 


(ii) In-Person Attendance Revenue - Playoffs 


$7 California Seals gave a discount of 1/2 price in lower 
priced seats to Students. 
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Unlike many other professional sports such as baseball 
and football, in which a small percentage of the teams 
engage in post seasonal play, only one third of the firms in 
either of hockey's major leagues fail to qualify for the 
playoffs. However, the number of teams engaging in post 
seasonal competition is greatly reduced after the first 
playoff round, usually a short series of three or five 
games, is completed. The firms with more talented and 
skillful squads reap the biggest monetary rewards during the 
playoffs because they continue to generate additional in- 
person attendance revenues while other clubs are eliminated. 

Nue to the fact that major league hockey firms operate 
under a high fixed cost structure, playoff games constitute 
an important source of revenue because they only marginally 
increase operating costs but contribute substantially to 
revenue. On a per game basis playoff contests are much more 
lucrative than regular season matches, as uncertainty, the 
relative importance of each match, and the quality of the 
participants are all greatly increased.5® Consequently, a 
higher demand is associated with playoff games which allows 
major league hockey firms to increase ticket prices during 
the playoffs and still experience greater attendance. The 


magnitude of these price changes vary considerably amongst 


$8 The average regular season attendance for the 720 game 
1974-75 N.H.Le schedule was 13,224 fans while an average of 
15,375 fans attended the 51 playoff matches that season. 
1975-76 NeH.L. Guide, page 208. 
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the firms with most clubs raising prices by at least a 
dollar per seat while some such as the Chicago Black Hawks 
increase them by fifty percent at playoff time.59 Meanwhile 
the clubs only major variable playoff expenses are playoff 
bonuses to the players, arena rental and travel. 

An example may further demonstrate how much additional 
revenue can be generated through post seasonal play. The 
Philadelphia Flyers, an N.H.L. with a high consumer demand 
for its product, played ten home games during the 1975-76 
playoff year. Their facility, the Spectrum, seats 17,077 for: 
hockey and an average price per seat of at least nine 
dollars was almost undoubtedly charged by the club. Since, 
total home game attendance for the ten playoff contests was 
170,770 the Flyers probably generated a gross playoff 


revenue of at least $1,536,930 on ticket sales alone. 


2. Auxiliary In-Person Attendance Revenues 

Auxiliary in-person attendance revenues include 
commodities such as concessions, parking, souvenirs and 
programs that are sold to those in attendance at contests. 
All of the revenues generated through the sale of these 
items do not normally accrue solely to the hockey operation 
but are usually split with the arena‘s ownership. The nature 


of the split is determined by the lease agreement which is 


$9 Red Fisher, "Playoff Prices Hit $14 Tops For Canadiens", 
The Montreal Star, March 19, 1976, page B2. 
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in turn subject to negotiation between the hockey club and 
its landlord. Since in many cases the arena and the hockey 
club are owned by the same party the negotiation process 
becomes essentially one of transfer pricing between 
divisions of the same company. 

Of the four sources of auxiliary revenue, concessions 
and parking are the two most likely to require a_ split 
between landlord and tenant, while the club is most likely 
to retain exclusive rights to the program and souveneir 
sales although the latter have also been known to be shared. 
Conversations with administrators of public arenas revealed 
that gross dts of concessions averaged approximately $.60 
per person while on the average every fourth person 
purchases a program or magazine. Thus a hockey fira 
experiencing excess demand and averaging 16,500 spectators 
per contest can expect to receive a share of some $400,000 
in concession sales and $150,000 in net program revenue over 
the course of the regular season. The sale of advertising 
within the program more than absorbs it's production costs. 

The amount of revenue accruing to a professional hockey 
club through the sale of parking priveleges is dependent on 
several factors besides the split stipulated in the lease 
agreement, such as the location of the arena and the 
presence or absence of a well developed, efficient, public 
transportation system. One of the preconditions for 
acceptance into the Nicaea Tey is that the applicant must have 


parking space for 5,000 automobiles within easy walking 
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distance of the arena.©9 

Souvenir sales are dependent on both the total 
attendance and the popularity of the team. Attendance is 
important because a large proportion of souvenir sales occur 
during the hockey games themselves while some very popular 
clubs, notably the Philadelphia Flyers have also been very 
successful in merchandising their souvenirs through the 
Mails. The popularity of a team seems to be determined by 
either its recent on ice success (Philadelphia Flyers, 
Boston Bruins) or lengthy tradition jeg. Toronto Maple 


Leafs). 


3. Broadcasting Revenues 
(i) Relative Importance 

Although they account for between fifteen and twenty 
percent of most N.H.L. clubs total revenues broadcasting 
sales are still not as crucial to the long run viability of 
a major league hockey enterprise as they are in other major 
professional sports businesses. Major league hockey is the 
only professional sport where most firms could operate 
profitably without broadcasting revenue.®1 Nevertheless, 
broadcasting contributes significantly to a major league 


hockey club's viability because not only does it generate 


60 "More Local Ownership Amongst Obstacles Facing Denver Bid 
for N.H-L.", The Hockey News, March 22, 1974, page 13. 
61 Ira Horowitz, "Sports Broadcasting", Government and the 
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much greater revenues but also is probably the bees way to 
attract the marginal viewer and educate him to the game's 
somewhat complicated and unfamiliar rule structure. 

Unfortunately, the positive effects of broadcast sales 
on total revenue may be outweighed by inelasticities with 
respect to in-person attendance created through the 
televising of contests, particularly home games. 

Measurement of any inelasticities that may occur as a 
result of television broadcasts is complicated by three 
factors. First, it is extremely difficult to estimate to 
what degree telecasts of hockey games, whether they be home 
Or away contests, are meeting the demand for major league 
hockey in market areas that are operating at under one 
hundred percent of seating capacity due to the difficulty of 
measuring the reason behind a decline in attendance for a 
given game. Second, hockey firms enjoying a high demand for 
their product sell a large proportion of their seats on a 
seasonal basis. These seats are often included in the 
attendance count even when they are not occupied. 
Consequently any change in consumer utility that may have 
occurred as a result of television broadcasts is practically 
impossible to measure as attendance is probably the best 
indicator of consumer demand. 

Controversy surrounds the entire issue of whether or 
not broadcasts reduce "live" attendance at home games. AS 
one would expect the evidence with regards to this matter, 


is mixed. For example, the Boston Bruins had four out of ten 
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games carried nationally by cC.B.S. during the 1956-57 
season, playing New York twice and Montreal and Detroit once 
each. The Bruins received $10,000 for each of these games 
but still lost money because the average "live" gate from 
these contests was only $14,892 as compared to $24,910 per 
game “for non-technical engagements against the same 
clubs", 62 

On the other hand, while Boston may have experienced 
revenue loss in this particular instance more recent 
evidence indicates that their attendance is no longer 
greatly affected by television. For the past several seasons 
the Bruins have consistently broadcast more games over 
commercial television than any other U.S. based N.H.L. firm, 
televising sixty games (thirty-six of them at home). Despite 
the frequency of home game telecasts the Bruins have 
Maintained near capacity crowds over the last several years 
up to 1976-77. Similarly, attendances at Montreal and 
Toronto have remained in excess of one hundred percent of 
seating capacity even though both these clubs televised all 
of their home games. Furthermore, the New York Rangers 
arene to sellout Madison Square Gardens with its 17,500 
seat capacity although they broadcast thirty-one of their 
forty road games on commercial television and all forty home 


games via cable television. 


62 J.C.H. Jones, “The Economics of the N.H.L.", Canadian 
Journal of Economics, Vol. 2 (February, 1969), page 18. 
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(ii) Broadcast Production 

Most firms sell their broadcasting rights to a local 
television and or radio station relying on them to "package" 
the games, that is hire the announcers, provide technicians 
and equipment, and sell commercial time to sponsors. 
However, some firms in recent years have been doing their 
Own packaging by producing the games, purchasing commercial 
air time and then selling the total product to sponsors. 63 
The former procedure has a distinct advantage in that it 
does not increase a club's operating costs because 
production costs are assumed by the station, while the 
latter allows a major league hockey operation to both avoid 
the middleman and maintain greater control over its product. 

The member firms of each major league of hockey pool 
their broadcasting priveleges when negotiating national 
broadcasting packages but negotiate local telecasts 
individually. The revenues generated through national 
broadcasts are divided evenly amongst the clubs with each 
firm retaining all revenues garnered through the sale of 
broadcasting rights to games not included in the national 
package. 
(iii) Viewer Response 

To date, the untold riches that were supposed to pour 


forth from the major U.S. television networks’. cornucopia 


63 Bill Fleishmen, "Flyers Radio-TV Program Could be a Model 
for N.H.L.", The Hockey News, Dec. 5, 1975, page 12. 
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after the N.H.L. achieved a national television market 
through expansion, have not materialized. The N.H.L. has 
been placed at a severe disadvantage vis a vis the networks 
with respect to negotiations due to the poor ratings 
received by telecasts of both the N.H.L. game of the week 
and the Stanley Cup playoffs. For the first time since 1967 
the N.H.L. does not have a national T.V. contract with a 
major U.S. network but is instead relying on its own 
independent network, which reaches about 70 percent of the 
total American viewing audience. 

Poor viewing response to hockey telecasts is thought by 
some observers to emanate from two sources. First many 
American fans are unfamiliar with the game, somewhat 
confused by its rule structure, and do not possess an 
appreciation of its more subtle aspects. This is especially 
true in geographical areas such as the south and the west 
coast where hockey has never enjoyed widespread popularity 
at the amateur level. Second, hockey because of its speed 
and peripheral action is perhaps the most difficult of the 
major team sports to televise well. It requires numerous 
cameras, technical people who understand the game, and 
superb coordination between the two to catch the action. ©* 


The major U.S. networks have apparently lacked sufficient 


6¢ "Canadian Producer Lauds NBC for N.H.L. Television 
Presentation", The Hockey News, Jan. 26, 1973, page 5. 
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expertise to package their games properly.¢s 

Hopes for increased hockey coverage have, however, 
brightened somewhat in recent years with the advent of 
international hockey competition between North American 
professional and European teams. The ratings for these 
international matches have been outstanding in comparison to 
those enjoyed by N.H.L. regular season and Stanley Cup 
playoff games. For instance the game between the defending 
Stanley Cup champion Philadelphia Flyers and the Soviet Red 
Army club that culminated a Soviet tour during the 1975-76 
season delivered a 10.9 Neilson rating for 2,640,000 homes 
per average quarter hour. Over 5,440,000 fans watched this 
final game.©® Similarly, six times as many viewers saw the 
United States play Finland in the 1975 Winter Olympics as 
witnessed the Stanley Cup finals the previous year. 
Moreover, over thirty percent of the entire U.S. viewing 
audience saw the Russian victory over the Czechoslovakian 
team during the same Olympics.®? Many professional hockey 
managers and administrators are hoping that the popularity 
of international hockey Gonnetieions will not only prove to 
be an important new source of income but provide an impetus 
towards the popularization of the game in North America by 


6S Gary Deeb, "NHL is Going Down the Tube on the Tube", as 


reprinted in Hockey Digest, Jan. 1975. 
66 "NHL Sets Up own Television network to Air Stanley Cup 


Final Playoffs", The Hockey News, Apr. 2, 1976, page 2. 
67 Ken McKenzie, “Passing the Puck", The Hockey News, page 
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attracting the marginal viewer. 68 
(iv) Magnitude of Revennee 

Current figures on the amount of television revenue 
received by each United States based N.H.L. club are 
unavailable, but some other information that will serve to 
shed light on the magnitude of these revenues has' been 
uncovered. In 1967 the N.H.L. signed a three year deal with 
the C.B.S. network that paid each American team $100,000 for 
each of the first two years and $150,000 in the third. In 
addition, most of these clubs also received at least 
$200,000 in local broadcast sales. However, there were wide 
inter club differences in the amount of television revenue 
received. For example, Los Angeles garnered $500,000 from 
television while Pittsburgh received only $190,000. The 
Boston Bruins who televise more gameS over commercial 
television than any American N.H.L. club had an income of 
$565,009 from broadcast sales in 1971.69 

The Canadian based N.H.L. teams national T.V. contract 
has long been the envy of the American clubs. Montreal and 
Toronto both receive in excess of $1,000,000 annually fron 
their contract with the C.B.C. while Vancouver garners over 


$600,000.79 Hockey Night in Canada which is packaged by the 


68 Peter White, "Campbell Sees Russia Series New Hockey 
Horizon", Toronto Globe and Mail, Sat. Dec. 6, 1975, pg. 43. 
$9 wRogerayG.cu Notl, "The Team Sports Business: An 
Introduction", Government and the Sports Business, page 25. 
70 Gerald Eskenazi, A Thinking Mans Guide to Pro Hockey, 
page 159-160. 
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N.H.L.'*s marketing arm, National Hockey League Services 
Incorporated, is one of the most popular shows on Canadian 
television. A Bureau of Broadcast Measurement (B.B.M.) study 
conducted in November of 1974 indicated that the Saturday 
Hockey Night in Canada broadcasts were watched by 4,592,000 
people. Of the 3,150,000 viewers along the English network 
1,525,000 were males over eighteen years of age aie the 
French telecasts attacted 1,442,000 viewers. Only two other 
programs had larger audiences of men eighteen and over and 
one of them was the Wednesday night hockey telecast.7! In 
addition to their national television contract both Montreal 
and Toronto broadcast a large number of their contests 
locally. Vancouver is also striving to make greater use of 
local broadcasting. 72 

WeHeA. firms have enjoyed considerably less success 
than their NeHeLe counterparts with respect to broadcasting 
revenues. The Toronto Toros (currently the Birmingham Bulls) 
led the league during the 1975-76 season in the number of 
games televised with twenty-two. However, several clubs did 
not televise any games and most of the teams that did 
broadcast under ten.73 Although, as Horowitz has pointed 
out, the fact that a professional sports firm televises few 


of its games does not necessarily mean that its television 


71 "Ty Audience Near 5 Million", The Hockey News, Nov. 1, 
1974, Page 37. 

72 Tony Gallagher, "Canucks Financial Success Now Something 
to Bank On", The Hockey News, June 1976, page 22. 


73 1975-76 WHA. Media Guide, pages 4-31. 
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broadcast revenues are insignificant, but the club must have 
some other source of strength amongst the factors that 
determine the relative bargaining power of the franchise 
owners and television stations or networks.’7* At the present 
point of time no W.H.A. firm appears to enjoy any noticable 
strength with respect to the determinants of bargaining 
power. W.H.A. television revenues, consequently, are 
probably considerably below those of their N.H.L. 
counterparts with even the most successful clubs receiving 
less than two hundred thousand dollars in revenue from this 


source. 


4, Interest Revenue 

Due to the industry's cash flow structure its member 
firms situated in high demand areas are able to garner 
substantial interest revenues. It is not uncommon for 15,000 
season tickets to be sold in a high demand area at an 
average price in excess of $320 per seat. Season ticket 
subscribers normally pay cash for their seats in August or 
September, creating a large positive cash flow of some $4.5 
- 5.0 million. Expenses, on the other hand, accrue more 
gradually over the course of the eight month season and thus 
a portion of the season ticket revenues can be utilized in 


the form of short term investments that can yield several 


74 Ira Horowitz, "Sports Broadcasting", Government and the 
Sports Business, page 296. 
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hundred thousand dollars in interest revenues for the club. 
The primary determinants of these interest revenues 

magnitude are the number of seats sold on a seasonal basis, 

the average. price per seat, and the nature of the 


investment. 


V.~- Expenses 


A. Operating Budgets 

There are significant inter league differences in 
break-even points between W.H.A. and N.H.L. firms. The 
average N.H.L. club operates on a $3.5 million dollar budget 
while a typical W.H.A. team has an operating budget some 
$500,00 - $1,000,000 lower.75 A W.H.A. team requires an 
average attendance of nine thousand spectators a game for 
the forty regular season home games (assuming an average 
admittance price of $7.00) to break-even in comparison to 
12,500 persons per contest for an NAL team ceteris 
paribus.76 This differential occurs as a result of a 
concerted effort by most W.H.A. clubs to keep operating 


costs down by satisficing with respect to numerous important 


75 "Got Money to Burn Buy a W.H.A. Franchise", The Montreal 
Star, Sat., Oct. 11, 1975, page G-3.. “Campbell Gives NHL 
Blunt Warning cut Costs or Weaker Teams Will Fold", fhe 
Hockey News, May 23, 1975, page 2. 

76 Alan Richman, "Total Insanity in the Sports World", The 
Montreal Star, March 12, 1076, page B-2. 
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expense items such as player inputs, administrative staffs, 
farm systems and scouting. 
1. Player Salaries 

Major league hockey‘'s player salaries have skyrocketed 
with the advent of the W.H.A. to the point where they 
currently account for approximately forty percent of a 
typical firm's total operating budget.’7? The average N.H.L. 
salary which was $28,000 in 1971, the year the W.H.A. 
commenced operations, has risen to over $75,000 per man in 
the ensuing five years.78® The average N.H.L. firm now 
allocates some $1,500,000 towards its twenty man major 
league roster while the typical W.H.A. team operates on a 
major league player salary budget of between $1.1 - $1.3 
million and pays an average salary of in excess of fifty 
thousand dollars per player. 79 

Wide inter team differences in salary levels exist 
between teams within the same league as a result of both 
variations in the quality of the player inputs employed by 
the firms and the degree to which clubs' salary expenditures 
are subject to tight cost control and cost benefit analysis. 
The more talented hockey players are in stronger bargaining 


positions vis a visS management with respect to salary 


77 George Hanson, “Putting a Price On Team Canada", The 
Montreal Star, Auge 12, 1976, page B-4. 

76 "Campbell Gives NHL Blunt Warning: Cut Costs or W#eaker 
Teams Will Fold", The Hockey News, May 23, 1975, page 2. 

79 "Time Running Out on Saints AS Creditors Continue to 
Close In", The Hockey News, Jan. 16, 1976, page 27. The 
Saints had a $1.3 million budget for 27 players. 
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negotiations than their less skillful bretheren. Thus the 
firms with better teams naturally have higher player salary 
budgets. For example the Montreal Canadiens hockey club is 
considered by most experts to be the most talented team in 
the industry and appropriately enough has a major league 
payroll estimated at $2,000,000 while the Washington 
Capitols widely regarded as the worst team in N.H.L. history 
have a major league payroll of only $1,000,000.89 Similarly 
the Houston Aeros, a perennial championship contender in the 
WeH-A- haS an average salary of $77,000 per man, 
considerably above the league average. §&! 

Inter team variations in salary level resulting fron 
differences in the productivity of player inputs are 
comparitively easy to understand. However, evidence 
indicates that a substantial proportion of inter team salary 
differentials occur as a result of inadequate cost control 
and cost benefit analysis on the part of management than are 
due to actual differences in player quality. For instance, 
four NeH.L. firms the St. Louis Blues, Pittsburgh Penguins, 
New York Rangers and Vancouver Canucks ail indicated that 
their twenty man major league salary budgets exceeded 


$1,500,000 while another N-H-L. club the Boston Bruins 


80 Don Ramsey, "100 NHL Farmhands Could be Among 
Unemployed", Toronto Globe and Mail, April 20, 1976, page 


61 Testimony of Harrison Vickers, the Aero's owner, before 
the House of Representatives! Select Committee on 
Professional Sports. The Albertan, July 23, 1976, page 17. 
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reported that it paid under $1,500,000 in major league 
Salaries. However, the Bruins were thirty one points ahead 
of Pittsburgh, the best of the aforementioned group of 
firms, in the final standings at the conclusion of the 1975- 
76 season. Moreover, the case of the New York Rangers is 
particularly shocking in that if newspaper accounts of their 
annual major league payroll are correct it is over 2.3 
million aG1 baz or half again as great as the Bruins 
although the Rangers completed the 1975-76 schedule forty- 
six points in arrears of Boston. Clearly something is amiss 
in any business where such marked discrepancies between 
performance and resource allocation exist. 

Recent reports indicate that salary levels have reached 
a plateau and are now beginning to decline.®2 Seventeen of 
the eighteen teams that replied to the questionaire reported 
that the salaries of first and second round draft choices 
are declining and the sole exception stated that they were 
remaining stable. Moreover, an article in Sports Illustrated 
recently reported that the average N.H.L. salary has fallen 
10% +o $70,000 per annum while the average W.H.A. paycheck 
has declined an average of 15% to $45,000.83 

This apparent decline in salary levels is the result of 


several factors effecting the supply and demand for hockey 


82 James Christie, "Salaries Going Down in NHL Clarence 
Campbell Says", Toronto Globe and Mail, Aug. 27, 1976, page 
28. 

83 Mark Mulvoy, "A Sellers Market", Sports Illustrated, 
October 20, 1975, page 31. 
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players. First, the expansion which has seen the number of 
teams in the industry skyrocket from six to thirty and the 
humber of major league jobs increase from one hundred and 
twenty to six hundred over the last decade, has apparently 
stopped. All of the most viable franchise sites appear to be 
occupied and neither cartel is anxious to admit any new 
entrants that might prove to be a financial burden to the 
rest of the league membership. 

At the same time hockey has been burgeoning at the 
amateur level with more and more youngsters taking up the 
sport, no doubt spurred on by the increased prospects of 
employment in major league hockey brought about by 
expansion. 

The number of Major Junior A calibre hockey teams has 
risen from twenty-one a decade ago to thirty-four at the 
present time,&¢ Furthermore, the North American major 
professional leagues have begun to recruit more extensively 
from Europe. There were seventeen Europeans playing major 
league hockey during the 1975-76, season nine of whom 
performed for the W.H.A. champion Winnipeg Jets.85 Moreover, 
although the number of outstanding American players is still 
quite small relative to the total population of major league 
players many experts predict that the day is on the horizon 


when the trickle of talent coming out of the American feeder 
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system will become a flood. Sam Pollock, general manager of 
the Montreal Canadiens and regarded as one of the industry's 
most astute administrators has noted that, “We can see the 
talent developing. There will be quite an American nest.™, 8&6 

Due to the ceiling on the number of jobs available 
caused by the cessation of expansion these young, hungry 
players entering professional hockey from the amateur feeder 
system will supplant the less talented or older veteran 
players. When a veteran is beaten out by a younger player he 
is either traded to another major league club where he in 
turn replaces a less skilled player, retires from 
professional hockey or attempts to find employment in the 
Minor leagues. However, the number of minor league teams has 
dwindled since expansion as former minor league cities such 
as, San Diego, Houston, Phoenix, Los Angeles, Cleveland, 
Vancouver, and Denver have acquired major league franchises. 
Moreover, the major league clubs who sponsor the remaining 
minor league teams naturally only wish to stock them with 
young players that possess the potential to eventually play 
for the major league squad. Thus the veteran journeyman 
hockey player must either reduce the asking price for his 
services or be faced with the spectre of unemployment. Over 
one hundred and fifty professional hockey players have 


joined the ranks of the unemployed since the 1974-75 


86 J. Kaplan, “The Yanks are Coming", Sports Illustrated, 
Feb. 5, 1973, page 59. 
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season. 8? 
2. Administrative Expenses 

Although the bulk of administrative expenses 
accumulated by major league hockey firms consist of 
administrative staff salaries, the amount of funds allocated 
towards this item is subject to extreme eld tiation between 
firms within the industry as the number of staff members 
employed varies markedly. A minimal front office staff 
employs four or five people and has an operating budget of 
approximately $150,000, while a large staff employs an 
additional ten to fifteen individuals and has a $500,000 
budget. It should be noted that the aforementioned budget 
estimates do not include the scouting system which is 
treated as a separate entity in this analysis. 
3. Scouting 

Scouting, the evaluation of playing talent at both the 
amateur and professional level, is one of the most crucial 
functions performed by hockey organizations as it is the key 
to developing a superior product. Failure to perform this 
function competently results in staggering wastages in terms 
of lost attendance revenues, dysfunctions within the 
organizational structure caused by discrepancies in salary 
level, working capital shortages brought about by the 


signing of inferior athletes to lucrative long term 


17, 1975, page 16. 
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contracts, and tremendous losses in goodwill with regards to 
the sporting public. 

The functions of a scouting system are essentially four 
fold. First, the scouting staff evaluates the abilities of 
the amateur hockey players who are eligible for the draft, 
on a probabilistic basis according to their professional 
potential. Second, the scouts provide management with 
information on the strengths and weaknesses of the players 
currently in the professional ranks at both the major and 
minor league level which is used in trade negotiations with 
other firms within the industry. Third, the talent under 
CO to the scouts' own club is assessed in order to 
facilitate long and short run planning with respect to 
possible areas of improvement. Finally, scouts assist the 
major league coach in devising strategies to combat 
opposition clubs by keeping him informed as to any 
weaknesses in their style of play or personnel that he might 
be able to exploit. &8 

The amount of resources allocated towards scouting is 
largely dependant on the emphasis placed by management on 
the amateur draft as a source of player inputs. Some strong 
N.H.L. teams notably the Buffalo Sabres and Philadelphia 
Flyers have deemphasized amateur scouting in recent years 


because they \etind fat sincreasingly idifficult sito draft 


88 Personal Interview with Mr. Ronald Caron, Assistant 
General Manager and Chief Scout, Montreal Canadiens, Nov. 
to, 71975. 
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individuals of high enough quality to crack their starting 
lineups.®9 Furthermore, W.H.A. clubs generally attempt to 
reduce their overheads by operating less extensive scouting 
systems than their N.H.L. counterparts. Thus great variety 
occurs in the amount of resources allocated towards the 
scouting function. For example the Edmonton Oilers of the 
WHA. had one full time scout on staff during the 1975-76 
season and in addition to this individual's $12,000 salary 
paid $3,000 in scouting expenses. In comparison, some N.H.L 
teams employ as many as five or six fulitime scouts as well 
as three or more part time scouts.99° The cost of operating 
such a scouting system is conservatively estimated at in 
excess of $200,000 annually. 

In addition to their own scouting staffs NHL. 
Organizations also rely on a league operated scouting 
combine called the Central Scouting Service (C.S.S.) for 
information about the players eligible for the amateur 
draft. The C.S.S. consists of a nine man scouting pool that 
supplies identical information to every N.H.L. club.9! Since 
the C.S.S. operates on a $375,000 annual budget with each 
scout receiving a $25,000 salary plus travel expenses it 


would seem reasonable to assume that a staff of four full 


89 Personal Interview with Mr. John Anderson, Director of 


Scouting, Buffalo Sabres, Nov. 27, 1975. ; 
90 personal interview with Mr. Gordon Robson, Executive 


General Manager, Edmonton Oilers, August 26, 1976. 
91 Ralph Bridgeland, “How to Scout Players...and Save Money, 


Too!", The Hockey News, Jan. 9, 1976, page 3. 
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time scouts could function satisfactorily on a $200,000 
budget. 92 Affiliation with the C.S.S. costs each N.H.L. firm 
an additional $21,000 per annum. 

4. Interest Expense 

Major league clubs, particularly those situated in low 
demand areas that sell few season tickets often incur 
substantial interest expenses that result from both long and 
short term cash shortages. Short term cash shortages occur 
because of the cash flow situation that exists with many 
clubs. Hockey firms absorb a large number of expenses such 
as league payments, administrative salaries, signing bonuses 
for rookie draft choices, and training camp expenses’ prior 
to the commencement of the regular season. Consequently, 
many teams, especially those without a large nucleus of 
season ticket holders, often find themselves with a 
temporary working capital shortage requiring deficit 
financing. 

Long term debt is usually utilized to solve one or more 
of three types of financing problems. First, some firms use 
longer term financing to consolidate short term debts. 
Second, expansion teams often resort to long term debt 
financing because they initially have difficulty attracting 
sufficient fan support. Third, expansion clubs frequently 
utilize long term financing when paying their expansion 


fees. 


92 The Hockey News, Dec. 19, 1975, page 2. 
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5. Player Development 

The cost of operating a player development program is 
largely dependent on four factors: the ownership of the 
development club, the number of non roster players under 
contract, how early the aforementioned players were selected 
in the amateur draft, and the magnitude of the ticket 
revenue generated by the minor league Oeoaou 

Ownership of the development club is a prime 
determinant cf player development costs because it decides 
how revenues will be shared and costs allocated. Minor 
league ownership arrangements cover a wide spectrum with 
sponsorship (complete ownership of the operation by a single 
major league firm) on one end of the continunm and 
affiliation (local ownership of the franchise with some or 
all of the players being supplied by affiliated major league 
clubs) on the other end. Partnership, a subspecies of 
sponsorship in which two or more major league clubs pool 
+heir monetary and player resources to sponsor a development 
team, has become increasingly popular in recent years. Under 
a sponsorship arrangement the major league club retains all 
the revenues generated and assumes responsibility for every 
expense whereas both expenses and revenues are split 
according to ae previously negotiated formula when an 
affiliation or partnership agreement is in force. 

Disparities in the operating costs of development 
systems occur primarily as a result of differences in player 


salaries since the other expense items associated with 
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operating minor league teams such as rent, travel, and 
administration are subject to only marginal variations 
between firms. These items generally absorb approximately 
$200,000 of the budget, about the same as a junior tean 
located in western Canada. Salaries are subject to greater 
fluctuations in magnitude because of cost differences in 
both the quantity and quality of the non roster players 
under contract. 

Three of the eighteen major league teams replying to 
the questionaire had under five non roster players in their 
minor league system while four other clubs had between 
fifteen and twenty four farmhands. Similarly, there are also 
marked differences in the major league potential of the 
individuals playing minor league hockey. Of the twenty-two 
first and second round draft choices twenty-three years of 
age and under who played thirty or more games on one of the 
eight American Hockey League teams during the 1975-76 season 
nine toiled for the Nova Scotia Voyageurs, the Montreal 
Canadien's minor league affiliate. 3 

Due to the unavailability of data it is impossible to 
make comparisons between the payrolls of minor league 
operations or for that matter even delineate the highest and 
lowest salaried rosters. However, Montrealts minor league 
affiliate, the Nova Scotia Voyageurs, operated on an 
$800,000 budget during the 1974-75 season approximately 


93 The Hockey News, July 1976 and the 1975-76 NHL Guide. 
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$600,000 of SGhich was devoted to player salaries.%* Since 
the Voyageurs are considered by most experts to possess 
considerably more major league caliber talent than any other 
minor league operation no other farm club should have a 
larger payroll if it practices proper cost control. 

Unfortunately, few farm teams are able to generate 
sufficient in-person attendance revenue to break even and 
consequently most must rely on subsidies from their major 
league owners to remain viable. The average price per seat 
at minor league games is somewhat lower than that charged at 
major league contests, varying between $3.99 and $5,090 
depending on the degree to which ticket discounting is 
practiced. An annual regular season attendance of under 
100,000 is considered poor, 150,000, fair to good and over 
200,000, excellent. Only four of the fourteen clubs 
operating in the American Hockey League (A.H.L.) and Central 
Hockey League (C.H.L.) during the 1975-76 season approached 
or exceeded the latter attendance mark. On the whole the 
majority of A.H.L. and cC.H.L. teams appear to be losing 
$200-300,000 annually. 
6. Travel 

Despite the fact that travel costs have been widely 
publicized as devouring a substantial portion of a club's 
operating budget they only account for approximately 10% of 
9* Hugh Townsend, “Vees: They'll Turn the Corner with New 


Complex - Pollock", Halifax Chronicle Herald, March 12, 
1976, page 27. 
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a W.H.A. team or 6.5% Of an N.H.L. firm's total operating 
budget. The average annual distance travelled by an N.H.L. 
team is 47,000 miles, while the west coast clubs travel the 
most extensively with Vancouver and Los Angeles logging 
72,000 and 65,500 air miles respectively.95 Major league 
hockey firms do the vast majority of their travelling via 
airplane on regularly scheduled flights, and typically have 
travelling entourages of 23-28 people. 96 

A team requires approximately fifteen hotel rooms per 
night for sleeping accommodations as the players are 
assigned roommates. In addition, each player receives a 
twenty-five dollar a day travel allowance when he is on the 
road to cover his meals, tips, and other miscellaneous 
expenses. 97 

The average club spends approximately $225,000 a _ year 
on travel including accommodations and meals with the west 
coast teams paying somewhat more at about $300,000 per year 
due to their more extensive travel schedules. 96 

Ownership of major league hockey firms is almost 


exclusively confined to private individuals, families or 


95 "NHL Launches 59th Campaign with Less Travelling Miles", 
The Hockey News, Oct. 17, 1975, page 15. 

96 "Sports Travel Counters Trends", Aviation Week and Space 
Technology, Jan. 6, 1975, page 22. 

97 “NHL Owners, Players Sign 5 year Agreement", Edmonton 
Journal, Oct. 17, 1975, page 23. 


96 “Owners seek Unbalanced Schedule to Stimulate Rivalries 
in NHL", Toronto Globe and Mail, March 30, 1976, page 34. 


(Note: these figures were confirmed on the Edmonton Oilers 
Statement.) 
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Closely held corporations that are extremely reluctant to 
divulge any information with respect to the financial end of 
their operations. To the author's best knowledge, no member 
of the industry publishes af annual audited financial 
statement. Consequently, much of the financial information 
contained in this thesis must take the form of educated 
guesses based on information garnered through secondary 
sources such as newspapers, magazine articles and books as 
well as interviews with individuals connected with the 
industry. Despite their lack of concrete validation the 
author has reason to believe that his estimates of revenues 
and expenses represent an accurate appraisal of the 
financial conditions existing within the industry. This 
confidence stems from two sources. First, perusal of the one 
financial statement the author has had the pleasure of 
examining confirmed the validity of many of his estimates. 99 
Second, conversations with individuals connected with the 
industry also served to confirm the estimates! authenticity. 
7. Rent 

Although rent of the game facility also accounts for a 
substantial portion of a major league hockey club's budget 
this item's magnitude varies considerably between firms. For 
example, in 1971, the Boston Bruins rent was $1,177,000, an 


contrast to the $60,000 paid by the Minnesota Fighting 


99 Estimates of individual players contracts were extremely 
accurate. 
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Saints for the 1976-77 season.199 These wide fluctuations in 
rental payments can largely be traced to the influence of 
two factors: the ownership of the facility and the 
bargaining power of the hockey firm vis and vis its 
landlord. 

The arena's ownership affects the amount of rent 
Charged in primarily two ways. First, where the ownership of 
the facility is the same as the ownership of the hockey 
club, the latter generally pays a higher rental rate than is 
usually charged by a comparable publicly owned facility. 
This practice not only serves to disguise the hockey 
Operationts profitability but often aiso improves its tax 
situation by reducing its revenues. Second, the vast 
majority of major league hockey arenas that are not 
controlled by the hockey firm itself or an affiliated 
individual or corporate entity are operated by public or 
guasi public corporate bodies. These institutions, being 
offshoots of the municipal government, are very much 
concerned about the public interest and by and large 
consider the existence of professional sports franchises 
within a city to be of great social benefit as they not only 
legitimize a municipality as being "major league" but also 


provide a common meeting ground Lor ats citizens. 


100 Roger G. Noll, "The Team Sports Industry: An 
Introduction", Government and the Sports Business, page 25. 
"Crusaders to St. Paul?", Edmonton Journal, August 9, 1976, 
page 65. 
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Conseguently, publicly owned arenas generally charge lower 
rental rates then privately owned facilities. 

The relationship between a major league hockey firm and 
the arena company is one of mutual dependence. The firm must 
have a suitable facility in order to properly display its 
product while on the other hand the arena's owners are 
confronted with high fixed costs and consequently strive to 
reduce unused capacity by booking as many dates as possible, 
In aS much as major league hockey firms occupy their home 
arena for at least forty and as many as fifty-five dates a 
year they are valuable tenants. However, due to their 
versatility with respect to the diverse types of events they 
can accommodate publicly owned arenas are not necessarily 
heavily dependent on rental revenues from the hockey 
Operation, but since the marginal revenues from this source 
are greater than the marginal cost of producing them they 
serve to offset the arena operation's high fixed cost. 

The bulk of the fixed costs associated with operating 
an arena consist primarily of interest and debt amortization 
while items such as maintenance, utilities, and refuse 
collection constitute the variable costs associated with the 
operation of the facility. The objective of an arena 
company's management is to more than cover the variable 
costs so that any surplus can be allocated towards reduction 
of the fixed costs. Okner has noted that based on the 
limited financial data available on the operating costs of 


professional basketball and hockey facilities few operations 
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are unable to at least cover their variable costs which he 
estimated at approximately $1,500 per game.101 

Due to the wide variations in financing arrangements 
with respect to the long term debt incurred in constructing 
an arena it is extremely difficult to estimate a reasonable 
rental fee for a modern facility suitable for major league 
hockey. Many public facilities are at least partially 
underwritten by federal, state, provincial, or municipal 
governments in the form of grants or interest free loans. 
Consequently, the fixed costs of construction are almost 
impossible to estimate as a result of the fluctuations in 
total construction cost, interest rates, and amortization 
periods between facilities. Moreover, calculation of a 
reasonable rent for an acceptable facility is further 
complicated by the fact that its reasonableness is to a 
large extent dependent on the number of events staged in the 
Laci Miny.s 

Assuming that the proprietors of a publicly owned 
facility iare inot rprofitv*maxinizers but rather “seek to 
provide a service to the community, those public facilities 
that commonly utilize a large percentage of their capacity 
probably charge a lower rent per engagement than comparable 
privately owned arena's. 


8. League Payments 


101 Benjamin A. Okner, "Subsidies of Stadiums and Arenas", 
Government and the Sports Business, page 342. Note: this 
estimate was made in 1973 . 
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The member firms of either major league hockey cartel 
make annual contributions of several hundred thousand 
dollars each towards the administration of the league and 
Support of the less viable clubs. The twelve W.H.A. teams 
made league payments of approximately $200,000 each during 
the 1975-76 season while the league payments of N.H.L. firms 
are estimated to be much higher at approximately $500,000 
per annum,102 The existence of this differential in 
operating costs between the two leagues is explained by two 
factors. First the N.H.L. incurred losses of $10,000 a day 
during the time that it operated the California Seals 
franchise.193 For example, the N.H-L. owners chipped in 
$450,000 each plus an additional $200,000 apiece in court 
costs when they bought the franchise back from Charlie 0. 
Finley. The league spent $11,000,000,19° he Of ee snos 
recoverable, in keeping the Seals afloat for several years. 
In addition to the California Seal fiasco the N.H.L. has 
also been forced to bear the burden of heavy litigation 
costs resulting from court battles with the W.H.A.. The 
NeH.L. was required to reimburse the W.He-A- to a tune of 
$1,750,000 in legal costs as part of the court settlement 


between the two cartels announced on February 19, 1974 


102 Personal Interview with Mr. Zane Feldman, President, the 


Edmonton Oilers, April 24, 1976. ; 
103 Charlie Halpin, “Expansion Unlikely As Denver Joins 


News, page 2, June 1975. 
10% Bill Libby, “Bonanza By the Bay?", The Hockey News, Oct. 
24, 1975, page 8. 
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besides paying their own legal fees.t05 

The amount of dues paid by the firms within either 
league is expected to decline in future years as litigation 
expenses are paid off and the weaker franchises achieve 
financial stability. Moreover, there appears to be a growing 
tendency amongst major league hockey owners to allow their 
less viable bretheren to cease operations rather than 


subsidize them. 196 


fee ERAS AO mere ae ei ere One 
10S "NHL, W.H.A. Finally Agree to Peace Pact", The Hockey 
News, March 18, 1974, page 6. 

106 Wayne Overland, "The Survival of the Fittest", The 
Edmonton Journal, Jan. 19, 1976, page 31. 


ot tiv: Aies be ae ae 
serine 3 a. Dats a 


y va Stone car denne’ eer | 


iT e 7 6D ae nee laa 72. 
jaa) wGlET wu eae iwitiel ee 
sett rele. (qicanagemel Negi: ew ort 


: 
ar 
1 
a a 
® 
+. efeal = 
7 : 
qv > 
a 7 an 
; ia 
‘ A 43 
‘ : 7 zt ie 
e ; ~“a\ ) 
bs Pa a 
| i} ; pare 
' 
i 
j } ) >» h ~ 
E : i ; 
a 1) Loc 
oy ? SS i 1; 7 BN 
d 1] 
7 ee re 7 
WAL ee: 
ft ¢ 7 ce 
‘ q 
MS ri. 
ta 1 
. a 
“3 i 
arf 


d . | i a : 
oak Psa SU “Dye ef care. whbenks «iG | nae ens i 
— i # Tel gO aease Ogee | 

De el ee | Chae deeee | aire ae, a 
re Nl ieee all at a sisi 


78 


CHAPTER IIT 


I. - Hockey Markets 


A. Geographic and Demographic Characteristics 


1. Regional Appeal 

Hockey, unlike the other major professional team sports 
on the North American continents (Baseball, Football and 
Basketball) suffers from an acute awareness problem in its 
major market area, the United Sates, where fifteen of the 
the eighteen N.H.L. firms and eight of the twelve W.H.A. 
clubs are located. Ray Volpe, former vice president of 
NeHe-L. Services, the league's marketing arm responsible for 
selling the game has noted that, "two thirds of the United 
States has never seen a live hockey game exclusive of when 
it waS on network T.V."! Since the N.H.L. has lost its 
national network television contract and the WeHeA. has 
never had one the leagues are restricted in their efforts to 
recruit new fans. 


Due to this awareness problem geography plays a much 


1 Alan Richman, "How Hockey Turned a Blind Eye to fT.V. 
Riches", The Montreal Star, Dec. 9, 1976, page C-1. 
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more significant role in determining the suitability of the 
market than in the other major professional team sports. Not 
surprisingly, the most successful American major league 
hockey franchises have _ been located in regions where 
Climatic conditions allow the formation of natural ice and 
the development of minor hockey programs that serve to 
develop familiarity with the game. Philadelphia, Minnesota, 
Buffalo and St. Louis were the first post 1967 N.H.L. clubs 
Situated in the United States to utilize their full seating 
Capacity while the New England Whalers are one of the most 
successsful W.H.A. firms. 

On the other hand there are indications that even 
cities without strong hockey backgrounds are potentially 
viable hockey markets. Three years prior to its acceptance 
into the N.H.L., the city of Atlanta had an awareness of 
major league hockey that was so low that N.H.L. network 
television games failed to register on the Nielsen scale. 
Yet, the Atlanta Flames drew an average of more than 11,000 
persons per game during their inaugural season (1972-73), 
out drawing professional basketball three to two, despite 
the fact that the Flames missed the playoffs by eleven 
points.2 However, enthusiasm for hockey in Atlanta appears 


to have abated, 1975-76 attendance being below 1974-75 


2 “Hockey wins a Bigger Audience", Business Week, Jan. 6, 
1997S, epage 22% 
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80 
levels by approximately 1,200 persons per game. 3 


2. Ethnicity and Major League Hockey 

The racial composition of a hockey market is extremely 
important as hockey's appeal is largely confined to 
Caucasians. Ninety-five percent of the six hundred 
individuals currently playing major league hockey are 
Canadian and only one player, Mike Marson of the Washington 
Capitals, is black. Consequently, people of Puerto Rican, 
Negro, and Mexican origin have difficulty identifying with 
individual players.* Thus the size of the non-white 
population in a franchise's market area can be of grave 
concern to the management because there is little hope of 
converting these people into hockey fans. For example Bill 
MacFarlane, at that time President and General Manager of 
the Phoenix Roadrunners and currently President of the 
W.H.A., noted in an interview with the author that one of 
the reasons that the Roadrunners were doing. poorly at the 
gate was that a significant portion of Phoenix's population 
is of Mexican American origin.S The fact that the sport has 
little appeal with a large segment of the inner city‘s 


populace has prompted some major league hockey firms, 


3 Tim Moriarty, “Cash Registers Singing Glum Tune for 
Hockey", The Montreal Star, Feb. 1, 1977, page D-1. 

* "Hockey Wins a Bigger Audience", Business Week, Jan. 6, 
1973, page 22. 

S$ Personal Interview with Mr. William Mac Farlane, Feb. 16, 
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notably Cleveland and Washington, to build their facilities 


in the suburbs. 6 


B. The Market - Product Relationship 
The principal difficulty in evaluating the market 
potential of a particular region as a major league hockey 
franchise site is that attendance is so strongly influenced 
by the degree of product diffentiation achieved by the club. 
Product _ differentiation is measured on two bases the 


absolute and the relative. 


1. Absolute Product Differentiation 

Absolute product differentiation refers to the degree 
to which consumers accept a league as being of superior 
quality to all others. Several factors including the amount 
of tradition or history connected with the league, the 
degree to which it conducts its internal affairs in a “big 
league" fashion, and the quantity and quality of the media 
coverage allotted it all significantly effect the league's 
absolute product differentiation. 

However, a league's status as major league is 
ultimately determined by the quality of its player inputs. 


Consumers must perceive that the overall quality of play in 


6 The Detroit Red Wings one of the N.H.L.'S oldest 
franchises are scheduled to move into a new arena complex in 
suburban Detroit prior to the 1978-79 season. 
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the league is at least the equal of any other circuit before 
they provide it with their wholehearted support. 

At the present time the N.H.L. enjoys a higher degree 
of absolute product differentiation than the W.H.A.. 
Unfortunately, Lt is difficult to translate | this 
differential in appeal into attendance terms due to 
differences in market areas between the leagues as N.H.L. 
franchises are generally located in more heavily populated 
cities that have had a longer association with the game of 
hockey. The average N.H.-L. franchise has a S.M.S.A. 
population of 3.4 million people compared to an average 
Sstissea. of ( 4 million persons for the typical W.H.A. club. 
Nevertheless, Noll attempted to measure differences in 
absolute product differentiation between the leagues midway 
through the W.H.A.*s inaugaral season using regression 
analysis. He concluded that N.H.L. membership accounts for 
at least 5,000 more fans per game in an average sized hockey 
Gity sof e325 “million.” 

However, the evidence provided by the recent shifts of 
two N.H.L. franchises from Oakland and Kansas City to 
Cleveland and Denver respectaweig cities previously 
occupied by W.H.A. teams, seems to indicate a different 
conclusion. Not only are the N.H.L. clubs occupying the same 


arenas as their W.eH.eA. predecessors but they are also of 


7 Roger G. Noll, “Attendance and Price Setting", Government 
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approximately the same quality within the N.H.L. as their 
W.H.A. predecessors were relative to the other clubs within 
their league. Thus comparison of attendance in this 
Situation, where team quality and market area has been kept 
relatively constant, should provide a good measure of the 
difference in attractiveness between the leagues. The 
N.H.L.'s Cleveland Barons have averaged 5,509 spectators per 
game over their first fifteen 1976-77 regular season games 
in comparison to the 6,356 person average attendance 
maintained by the W.H.A.*s Cleveland Crusaders during the 
1975-76 regular season.® The new N.H.L. entry located in 
Denver, the Colorado Rockies, had an average attendance of 
5,484 persons per contest over its first eight home games of 
the 1976-77 schedule as compared to the average attendance 
of 4,321 people achieved by its W.H.A. predecessor, the 
Denver Spurs in the twenty-three regular season games played 
by the club during the 1975-76 season before it ceased 
operations. 9? 

Thus it would appear that the degree of absolute 
product differentiation between the two leagues, at least in 
American Cities, may be substantially less than that 


postulated by Noll. 


® "Clevelands Last Hope Is Barons - Swig", Edmonton Journal, 
Jan. 11, 1977, page 37. 

9 "W.H.A. Showed Increase in Home Attendance", The Hockey 
News, August, 1976, page 27. 

Nehacere Don Ramsey, "W.He-A. Teams May Face Financial 
Crisis", Toronto Globe and Mail, Nov. 19, 1976, page 39. 
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2. Perfect vs Imperfect Hockey Markets and 
Relative Product Differentiation 

The question of what mix with respect to the relative 
competitiveness of teams within a league results in the 
optimization of its total in-person attendance revenues is 
at the present time without a conclusive answer. It is 
possible that a league's in-person attendance reve nies may 
be optimized if every one of its member teams is competitive 
with the others. Alternatively, domination by one or more 
extremely strong teams might result in the optimization of 
in-person attendance revenue at the macro level. 

At the micro or team level the evidence with respect to 
what degree of competitiveness must be attained before in- 
person attendance revenues are optimized is more concrete. 
However, before this relationship can be examined two terms 
must be defined. The terns perfect and imperfect market as 
they are used in this study do not conform to their more 
widely accepted economic meanings but rather to the 
following definitions. A perfect major league hockey market 
is defined as one in which the demand for the product is so 
excessive that the team does not have to be competitive in 
order to optimize in-person attendance revenues. An 
imperfect major league hockey market requires that a major 
league hockey firm's team be competitive before the business 
begins to apfroach profit maximization. 

The three largest Canadian cities Montreal, Toronto, 


and Vancouver and possibly New York City are the only major 
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league hockey franchise sites that can be regarded as 
perfect markets. 

The Vancouver Canucks have sold the 15,570 seats in 
Vancouver Coliseum out to season ticket subscribers since 
the club's inaugural season (1970-71) despite the fact that 
the team has never finished higher than ninth in the overall 
standings and posted the worst record in the league once and 
the third worst on two other occasions.!19 Similarly, the 
Toronto Maple Leafs have been ina sold out position in 
Maple Leaf Gardens for over twenty-five years although the 
club has not seriously challenged for the Stanley Cup in 
over a decade.1!1 The Montreal Canadiens have been in a sold 
out position for almost as long as the Maple Leafs but 
perhaps with more justification as they have consistently 
produced a more attractive product, winning twelve Stanley 
Cups and recording thirteen first place finishes since the 
1955-56 season. 

The New York Rangers continue to fill Madison Square 
Garden to its 17,500 seat capacity even though they have 
slipped out of championship contention the last few seasons. 
Essentially two factors allow the Rangers to sell out with a 
less than suferior product. First, a large percentage of 


their 15,700 season tickets are sold to corporations that 


10 Beddoes, Fischler, Gitler, Hockey!, page 153. 

11 1976-77 N.H.L. Guide, page 157-165. 

Jamie Wayne, “Next Step in N.H.L.: Contraction", Financial 
Post, Jan. 22, 1977, page 2. 
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are less reluctant to renew their subscriptions after a 
losing season than individual patrons because the purchase 
price is tax deductible.12 Second, the sheer size of New 
York (9.8 million inhabitants) coupled with its familiarity 
git the game of hockey makes it relatively easy to fill a 
17,500 seat arena forty times a year. 

Other than in the aforementioned market areas major 
league hockey firms must develop a product with an extremely 
high degree of relative product differentiation associated 
with it in order to maximize in-person attendance revenues. 
Relative product differentiation refers to the quality of 
the firm's team in relation to the other squads in the 
league. Thus a championship contender possesses a higher 
degree of relative product differentiation than a team of 
poor or medium quality. 

Major league hockey firms possessing a high degree of 
absolute product differentiation (i.e. N.H.L. clubs) and a 
low degree of relative product differentiation can expect to 
average at least nine thousand fans per game in their 
inaugural season if they are located in a good hockey 
market. All of the post 1967 expansion teams that eventually 
utilized one hundred percent of their seating capacity on a 
seasonal basis averaged nine thousand fans per game or 


better in their initial campaigns, despite the lack of 


12 Fred Rothberg, “Scalpers Working In the Front Office 
These Days", Chicago Tribune, December 15, 1975, page 1. 
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talent on their squads. 

The Philadelphia Flyers, Minnesota North Stars, and St. 
Louis Bites all averaged ved 9,000 fans per contest during 
the first season of post expansion play 1967-68.13 
Similarly, the Buffalo Sabres sold 4,500 season tickets 
prior to the commencement of their first season (1970-71) 
and an additional 6,000 nt dien conclusion even though they 
finished nineteen points out of the playoffs.1* The New York 
Islanders were even more successful in their maiden season 
(1972-73), averaging over 12,000 fans per contest and 
selling 8,200 seats on a seasonal basis; despite the fact 
that they set a new N.H.L. mark for futility, collecting 
only thirty-one of a possible 156 points in the final 
standings.15 

Although a major league hockey firm located in an 
imperfect market may achieve an average attendance of 9,000 
persons or more per game in spite of its lack of 
competitiveness, it must develop a higher degree of relative 
product differentiation before it can become a viable 
business concern due to the high fixed costs of operation 
prevalent in the industry. In attendance terms, the break- 
even point for a well managed major league hockey club of 


average quality that exercises strict cost control is 


13° "Hawk On the Wing", Time Magazine, March 1, 1968, page 
43. 

i¢ Gerald Eskenazi, The Fastest Sport, page 158. 

is) 6 J. Greenfield, “The Iceman Arriveth: Hockey Is the Sport 
of the 70's", Esquire, Oct. 1974, page 160. 
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approximately 12-13,000 fans per game.ié6 

Eight Ne-H.L. firms are currently experiencing a high 
demand for their product, that is they are operating at or 
near one hundred percent of seating capacity and charge a 
relatively high average price per seat. Four of these teams, 
the Montreal Canadiens, Vancouver Canucks, Toronto Maple 
Leafs, and New York Rangers are located in perfect markets 
while the other four clubs the Buffalo Sabres, Boston 
Bruins, New York Islanders, and Philadelphia Flyers are all 
legitimate contenders garnering 105, 113, 101 and 118 points 
in the 1975-76 final standings respectively.17? 

Five N.H.L. clubs utilize less than one hundred percent 
of their seating capacity at moderate ticket prices but 
still average over ten thousand fans per contest. These 
firms that are said to be experiencing moderate demand for 
their product: the Chicago Black Hawks, the Los Angeles 
Kings, the Pittsburgh Penguins, the Atlanta Flames, and the 
St. Louis Blues collected 82, 85, 82, 82 and 72 points in 
the standings respectively during the 1975-76 season. 

The five teams with low demand for their product (under 
10,000 people per game) Washington, Kansas City, Minnesota, 
Detroit and California were the five least competitive teams 
in the eighteen club circuit finishing eighteenth, 


seventeenth, sixteenth, fifteenth, and fourteenth 


16 Alan Truex, “Atlanta Businessmen Shell Out to Rescue 
Struggling Flames", The Hockey News, Dec. 31, 1976, page 2. 
17 1976-77 N.H.L. Guide, page 204. 
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respectively. Moreover, attendance problems in two of these 
franchises, Minnesota and Detroit, could in no way be linked 
to inherent weaknesses in their market since both had 
previously been in sold out positions. It should be further 
noted that these teams’ announced attendances were in many 
cases inflated because extensive ticket discounting was 
practiced in at least three of these markets Washington, 
Kansas City, and Oakland (California). 

Thus it appears quite evident that with the exception 
of perfect markets the demand for major league hockey games 
is very product oriented. Furthermore, in-person attendance 
revenues in imperfect markets are not maximized until a 
championship caliber team or legitimate contender has been 
assembled. The St. Louis Blues had the highest average 
attendance per game of the clubs experiencing moderate 
demand drawing almost 17,000 people per contest.!8 However, 
the club discounted tickets liberally and as a result its 
net revenues from the team were only a few hundred thousand 
dollars above the break-even point.19 The Chicago Black 
Hawks with an average attendance of 13,000 per game and the 


Los Angeles Kings who averaged 12,385 spectators per contest 


16 Donald Berns, "Blues Admit to Financial Problems but 
Salomons Deny Club Will Move", The Hockey News, Dec. 26, 


1975, page 2. 
19 Gary Mueller, "Blues Financial Problems a Sign of the 


Times ", St. Louis Post Dispatch, Feb. 10, 1976, page 2B. 
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both finished in the black on the 1975-76 regular season. 20 

It should be noted that Chicago when it was considered 
to be a legitimate contender used to sell out its 17,000 
seats and in addition, regularly sold several thousand 
standing room tickets for a large percentage of their 
regular season games.2i 

The fact that major league hockey clubs situated in 
imperfect markets must be perceived as legitimate 
championship contenders by their fans before they utilize 
their full seating capacity is further confirmed by 
examining at what point in time post 1967 expansion teams 
have achieved capacity attendances. St. Louis, the first 
post 1967 N.H.L. club to utilize its full seating capacity, 
began to do so in its second year of operation although in 
its nine year history it has never garnered more than 
eighty-seven points in the final standings. However, due 
largely to the playoff structure in effect at that time, 
with the champion of the expansion division competing in the 
Stanley Cup final, the Blues were in three consecutive 
Stanley Cup final playoff series, losing on each occasion in 
straight games.22 The St. Louis fans, being relatively new 


to the game and less sophisticated than some of their 


20 Don Ramsey, "NeH.L., WeHeA~ Teams May Face Financial 
Crisis", Toronto Globe and Mail, Nov. 19, 1976, page 39. 
Bill Libby, The Hockey News, May 21, 1976, page 13. 

21 Richard Proctor, "Pro Rivals Should Unite Hull Says", 
Toronto Globe and Mail, Nov. 15, 1976, page 57. 

22 Gerald Eskenazi, The Fastest Sport, page 153. 
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counterparts in other centers, probably didn't realize that 
the Blues were not true contenders. 

The Minnesota North Stars were the next post 1967 club 
to utilize full seating capacity. Blessed with an aware and 
knowledgeable hockey market, Minnesota having the strongest 
minor hockey program in the United States, the club drew an 
average of 11,837, 12,973 and 14,289 fans per game its first 
three seasons.23 But it was not until after the 1970-71 
Stanley Cup playoff series with Montreal in which the North 
Stars extended the eventual Stanley Cup champions to six 
games that the club utilized its full 15,000 seat plus 
seating capacity on a seasonal basis.2*% 

The Buffalo Sabres also established themselves as 
legitimate contenders in their third N.H.L. season by 
extending Montreal to six games during the 1972-73 playoffs. 
The Sabres were in fact actually in a sold out position 
Since their initial season; however, their arena, the 
Memorial Auditorium only had a capacity of a slightly over 
10,000 seats at that time, but was expanded enough to hold 
15,534 people by the 1972-73 season.2° 

The Philadelphia Flyers also enjoyed excellent 
attendance even under adverse conditions. For instance they 


averaged 13,157 people per game during the 1969-70 season 


23 Ken Mckenzie, “Passing the Puck", The Hockey News, April 
10, 1970, page 4, and April 24, 1970, page 4. 

2 Beddoes, Fischler, Gitler, Hockey!, page 110. 

25 Beddoes, Fischler, Gitler, Hockey!, page 150. 
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although they missed the playoffs.2® However, the club did 
not achieve a high demand situation until the 1972-73 season 
when it garnered eighty-five points in the standings and 
established itself as the up and coming team within the 
league. In fact demand for tickets to Flyer games was so 
excessive by the end of the 1972-73 season that their arena, 
the Spectrum, was expanded by 400 seats before the 1973-74 
season, raising seating capacity to over 17,000 people per 
gane. 2? 

The New York Islanders, the only other post 1967 N.H.L. 
team located an imperfect market to utilize full capacity, 
experienced a similar attendance pattern. Over their first 
three seasons the Islanders sold approximately 8,000 season 
tickets per year and averaged approximately 12,000 fans per 
game. Then during the 1974-75 playoff they beat their arch- 
Civals, the New York Rangers, in a playoff series and 
proceeded to extend the eventual Stanley Cup champions, the 
Philadelphia Flyers, to seven games in their other playoff 
series. Season ticket sales skyrocketed, with two to three 
hundred season tickets being sold every day until 11,500 of 
the Nassau County Coliseum's 14,865 seets were held by 


season ticket subscribers.28 


26 The tight playoff race may have actually served to boost 
attendance. 

27 1972-73 N.H.L. Guide, page 17. 

1973-74 N.H.L. Guide, page 17. 

26 Harry Klaff, “Islanders Success Reflects in Box Office 


Boom", The Hockey News, July 1975, page 19. 
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The Coliseum was sold out for the 1975-76 season 
despite the fact that the Islander management was restricted 
by a clause in their lease agreement to selling only 11,500 


seats on a seasonal basis. 


II. = Product peace ipeion - Legitimate Contenders 

Even cursory examination of major league hockey 
attendance in imperfect markets reveals that firms do not 
utilize full seating capacity in conjunction with high 
ticket prices until their hockey team is perceived by the 
consumers as being competitive with the league's best 
squads. Since profit maximization does not occur with less 
than capacity attendances due to the high fixed cost nature 
of the industry, any study concerned with the achievement of 
long run profit maximization within the industry is 
incomplete unless it examines how championship caliber teams 
are assembled and maintained on a long run basis. 

That it is possible to maintain legitimate contender 
status over an extended period of time is patently obvious 
from the history of the N.H.L.. Over the last twenty-eight 
N.H.L. seasons the Montreal Canadiens have missed the 
playoffs only once, competed in eighteen Stanley Cup finals, 
winning thirteen, finished first on thirteen occasions and 
second in eight other compaigns and have collected ninety- 
five or more points in the final standings the last six 


consecutive years. Similarly, in the ten seasons between 
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1946-47 and 1956-57 the Detroit Red Wings finished first 
eight times and second twice, participated in seven Stanley 
Cup finals and won four. Furthermore, the Toronto Maple 
Leafs won four Stanley Cups in six years starting during the 
1961-62 campaign. More recently, the Boston Bruins have 
accumulated 94 or more points in the final standings for the 
last seven consecutive seasons and have been in the Stanley 
Cup final on three occasions over this period of time.29 

A clearer definition of the end itself is necessitated 
before it is possible to systematically evaluate the 
alternative building strategies open to hockey firms 
attempting to assemble championship caliber squads. Only 
after the most important characteristics of legitimate 
contender status have been delineated can the alternative 
means of achieving this end be analyzed with respect to 
their efficiency, effectiveness and ease of implementation. 

A team's overall superiority to the vast majority of 
other clubs within its league denotes it as a legitimate 
contender. A legitimate contender is regarded as being a 
member of the select group of clubs that are perceived, as 
possessing enough talent to seriously challenge for the 
championship. In any given year there is usually a 
substantial differential of ten to twenty points in the year 
end standings between the best mediocre team and the worst 


legitimate contender. 
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Methodology 

The analysis of legitimate contender characteristics 
was restricted to N.H.L. teams for several reasons. First, 
N.H.L. teams set the standard of excellence because they are 
considered by most experts to possess superior player inputs 
and W.H.A. clubs will begin tc more closely approach these 
standards as they acquire better player inputs. Second, 
information on N.H.L. clubs was more readily accessible. 
Third, the author had a greater familiarity with N.H.L. 
teams as a result of the Hockey Night in Canada television 
broadcasts. Fourth, the lower quality of competition in the 
W.HeAw in its formative years probably inflated the goal and 
assist production of some athletes making them incomparable 
with their previous N.H.L. production. 

A two step methodology was utilized in delineating the 
characteristics associated with legitimate contenders. 
First, the N.H.L. final standings since the 1971-72 season 
were observed and the number of points garnered, goals 
scored, goals scored against, penalty minutes accumulated 
and home and away records, as well as the efficiency of 
specialty units such as the powerplay and penalty killing 
teams of the legitimate contenders were noted and compared 
to their less successful counterparts. This relatively short 
time period of five years was used in order to avoid some of 
the distortion caused by the fact that the post 1967 clubs 
required time to acquire talent, especially goal scoring 


talent, from the amateur feeder system because the players 
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they received in the expansion drafts were of lower quality. 

Second, the legitimate contenders during the 1975-76 
season Boston, Montreal, Buffalo, Philadelphia and the New 
York Islanders, were closely examined with respect to the 
productivity of their player inputs. Scoring productivity 
was measured by calculating a mean yearly goal and assist 
output for every forward and defenceman on these clubs. A 
three year basis was used where a player had been an N.H.L. 
regular for three or more years. If an individual had been 
injured after having played a considerable portion of the 
year his scoring output was extrapolated over the games that 
he missed, then added to his two previous years totals and 
divided by three. The scoring statistics for individuals 
completing their second years as N.H.L. regulars were 
treated somewhat differently. If an individual had a poor 
first season and a good sophomore season the latter was 
regarded as his proper scoring level, while the seasons were 
averaged if both were good or the first good and the second 
poor. The purpose behind utilizing this approach was to 
develop a better picture of each player's scoring 
capabilities by correcting for the effects of slumps or 
exceptional years. A poor first year was ignored if it was 
followed by a solid second campaign because many players 
often have difficulty in adjusting to professional hockey in 
their initial season as a regular. On the other hand, a fine 
rookie year followed by a dismal sophomore season or two 


consecutive good seasons were averaged in order to be 
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conservative. 

Although it is comparatively easy to evaluate hockey 
players offensive abilities with their scoring statistics no 
comparable defensive statistics exist. Consequently 
defensive ratings of necessity must be extremely subjective 
in nature, being developed from personal observation of the 
individuals on television broadcasts, journalistic accounts 
of their play, the opinion of people involved in the 
industry such as scouts and general managers, and 
examination of the plus minus statistics released by the 
league. 

The plus minus statistic is widely used as an indicator 
of defensive fyperformance. A player is awarded a plus for 
every time his squad scores while he is on the ice in an 
even handed situation and a minus when the opposition 
scores. Power play and penalty killing situations are 
excluded when plus minus statistics are compiled because 
they would distort the ratings of individuals either 
operating the powerplay or killing penalties on a regular 
basis. Unfortunately, the plus minus statistic can be 
deceptive in that it is strongly effected by the overall 
quality of the team. For example, Reggie Leach was -61 
during the 1973-74 season when he played for the lowly 
California Golden Seals but +53 in 1974-75 after he was 
traded to the Stanley Cup champion Philadelphia Flyers. Thus 
plus minus statistics must be approached with a wary eye, it 


generally being more useful to look for discrepancies on the 
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same team and then strive to explain them. For instance Jin 
Roberts a Montreal Candiens right winger had a +7 rating 
during the 1975-76 season, significantly lower than the 
other wingers on the Canadien's roster. However, Roberts is 
a defensive specialist and is usually assigned to guard the 
oppositions top left wing. Nevertheless, his lower plus 
rating is not completely explainable by this fact alone as 
his two linemates Bob Gainey and Doug Jarvis had plus minus 


ratings of +20 and +17 respectively. 39 


A. Points Totals 

Clubs receive two points in the standings for each 
victory, one point per tie, and no points for a loss. In 
order to qualify as a legitimate contender a club must 
normally collect one hundred or more points over the course 
of the eighty game regular season, a winning percentage of 
-625 or better. The record for the greatest number of points 
accumulated over an eighty game schedule is 127 set by the 


Montreal Candiens in 1975-76, a winning percentage of .793. 


1. Home Games 
Only the very worst major league hockey teams fail to 


win a large number of their home games. For example twelve 


30 "N.H.L.'s Plus Minus Statistics for 1975-76 Season", The 
Hockey News, Aug. 1976, page 29. 
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of the eighteen N.H.L. teams collected thes sfifty or. nore 
points at home during the 1974-75 season which is the 
minimal standard for home success required of a legitmate 
contender. Although Sixty or more points (a winning 
percentage of .750) at home is considered excellent some 
teams are even more dominant on home ice. The Philadelphia 
Flyers for instance maintained a winning percentage of .925 
when they accumulated 74 out of a possible eighty points at 


home during the 1975-76 season. 


2. Road Games 

Due to the fact thee most teams are able to win a large 
percentage of their home games road performance is the 
crucial factor in separating the championship caliber squads 
from the also rans. Only three or four teams a year garner 
the forty or more points on the road regarded by most 
coaches as the minimal standard of road performance for a 
team with championship aspirations. The more firmly 
entrenched legitimate contenders are able to accumulate 
fifty points on the road with the Montreal Canadiens setting 
the record for road points coliected in a season with fifty- 


eight in 1975-76. 


B. Defensive Record 
The factor that more than any other determines whether 


or not a club accumulates enough points to become legtimized 
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as a championship contender is its defensive record. The 
last four consecutive Stanley Cup winners also won the 
Vezina Trophy, emblamatic of the league's best defensive 
record, in the year of their Stanley Cup victory. Moreover, 
in any given year, the four or five squads perceived by the 
fans as being of championship caliber are invariably amongst 
the league's top six defensive teams, allowing between two 
and three goals per game. In general a goals against average 
of two per game is considered excellent, two and a half 
good, and three in need of improvement if the club wishes to 
preserve its legitimate contender status. 

1. Determinants of Defensive Proficiency 

Although each position on a hockey team makes a 
significant contribution towards the team's total defensive 
record it is difficult to quantify and attribute a 
particular position whether it be forward, defence, or 
goalie with making the greatest contribution towards an 
outstanding defensive record. Cohesion and cooperation 
between the units is essential in order to keep the goals 
against down. 

Forwards must be careful not to over commit themselves 
in the offensive zone and allow the opposition three on two, 
two on two, and two on one breaks. In addition to 
backchecking diligently the forwards can also assist the 
goaltender and defensemen by breaking up opposition plays in 
the offensive zone through tenacious forechecking. Moreover, 


when forwards are consistently able to mount a sustained 
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offense, penetrating the offensive zone and controlling the 
puck, they make a substantial contribution to team defence 
because the other squad cannot score if it does not have the 
puck. Although relatively few forwards on contending teams 
are poor defensive players some are better than others. 
Coaches often prefer to allow the more accomplished scorers 
to emphasize offense and have the more defensive oriented 
members of the squad concentrate on defense. 

The defencemens' contribution to defence is essentially 
three fold in nature. First, they should be able to handle 
forwards one on one and break up any offensive plays that do 
develop. Second, they must be able to consistently move the 
puck out of their defensive zone without making any crucial 
defensive errors. Finally, opposition forwards cannot be 
allowed to move freely in front of the net in the defensive 
zone. Legitimate contenders generally employ at least four 
extremely capable defencemen plus one or two others of more 
than average ability. The goaltender's primary 
responsibility quite obviously is to stop the puck. The goal 
keeper must make every goal scored on hima hard earned one, 
allowing few of the "soft" variety. To this end he is aided 
and abetted by the forwards and defense in front of hin. 
Since a club's number one goaltender rarely plays more than 
sixty of the eighty regular season games his backup has to 
also be a capable individual. 


C. Goal Scoring 


Examination of legitimate contenders! goal scoring 
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capabilities over the last five seasons reveals that the 
average contender scores approximately four goals per 
contest or 320 goals over an eighty game schedule. Some 
teams have been able to garner enough points to be rated as 
legitimate contenders even though they were only able to 
score 280 goals; but these squads were superb defensively 
allowing slightly over two goals per game. The higher 
scoring legitimate contenders accumulate approximately 350 
goals per season (an average of 4.375 goals per game) with 
the record for the greatest number of goals scored in a 
Single season being 399 (set in a 78 game schedule). In 
comparison the average N.H.L. team Scores between 255 to 275 
goals per season. 

The crucial difference in the scoring capabilities of 
legitimate contenders as compared to the also rans is that 
the former have an overall breadth and depth of scoring 
ability that is lacking in the latter. Every legitimate 
contender has a minimum of seven individuals who average 
over twenty goals or forty-five or more points per year. 
Four of these seven consistently accumulate thirty or more 
goals or sixty-five or more points. Moreover, at least two 
of the athletes in the former higher scoring category 
generally average over eighty points or forty goals per 
season. In contrast, mediocre clubs by and large have but 
five or six twenty or more goal scorers, only one or two of 
whom regularly score thirty goals or more a season. 


The goal scoring on a legitimate contender is unevenly 
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distributed amongst the first, second and third lines with 
the first line consistently scoring at least 90 and usually 
over 110 goals, the second line contributing between eighty 
and ninety goals and the third line forty-five to fifty-five 
goals. The spare forwards or fourth line also chip in 30 to 
40 goals while the defence normally scores approximately 35 
goals. Some defences, notably the Montreal Canadien's unit, 
consistently score fifty of the club's goals. 

Besides their goal scoring output a sound defence makes 
another substantial contribution to their team's offensive 
performance by coming out of their own zone smoothly and 
relaying the puck quickly to their forwards, thereby 


allowing the latter to concentrate more fully on offense. 


D. Miscelleneous Relationships 


1. Power Play Efficiency 

Power play efficiency correlates strongly with 
legitimate contender status. Legitimate contenders almost 
invariably occupy four out of the first five positions in 
the power play efficiency rankings and score a _ significant 
number of their goals with the man advantage. For example 92 
of the 374 goals scored by the Montreal Canadiens during the 
1974-75 season were earned while enjoying a manpower 


advantage. 
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2. Penalty Killing 

The relationship between penalty killing efficiency and 
legitimate contender status is less strong than the one 
between power play efficiency and contender status but is 
still positive. Legitimate contenders generally finish 
amongst the top half of the league*s teams with regards to 
penalty killing, but it is not uncommon for at least one 


legitimate contender to be in the lower half. 


3. Penalty Minutes 

No clearly visable relationship appears to exist 
between the number of penalty minutes accruing to N.H.L. 
teams and their position in the final standings. 
Championship caliber teams are found at both the bottom 
(Montreal, Chicago, New York Rangers) and the top 
(Philadelphia Flyers, Boston Bruins) of the penalty minute 


rankings. 
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III - Product Development 


A. Player Acquisition Techniques 

Essentially only four player acquisition techniques are 
open to major league hockey managements when they attempt to 
strengthen their club's position in the standings: trading, 
the exchange of player inputs between firms; raiding, the 
Signing of ae player after his contractural obligations to 
his present employer are fulfilled; buying, the purchase of 
player inputs from one team by another and lastly; drafting, 
the acquisition of negotiation rights to eligible players in 
the amateur feeder system through the annual universal 
amateur drafts. The costs and benefits associated with each 
of these techniques will now be discussed with regards to 
the development and maintenance of the legitimate contender 


caliber team required to maximize profits in the long run. 


1. Trading 

The primary advantage of trading for veteran 
professional players is that uncertainty over their 
productivity is reduced because they are known commodities. 
In addition, acquisition of veterans is considered by many 


experts to assist in improving a club's defensive record as 
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more experienced players reputedly commit fewer defensive 
errors. Moreover, the presence of veterans is said to 
accelerate the development of the younger players because 
they learn more quickly as a result of instruction from and 
observation of their more experienced colleagues. A further 
advantage of trading for established veterans is that few 
resources need to be allocated towards the scouting and 
development of talent as the player inputs acauired are 
Mature, known commodities. 

There are however, limitations to the effectiveness of 
the trade mechanism as the primary technique used to develop 
and maintain a legitimate contender in the long run. 
Normally, before an exchange of player inputs is agreed -to 
the participating clubs are satisfied that the commodities 
being exchanged are of equal value otherwise the transaction 
is never consummated. Consequently, the only way that one 
team Can improve itself more than marginally at the expense 
of another in a trade is if the player inputs it acquires 
are undervalued at the time of the transaction. Although 
there are numerous reasons why a player will be undervalued 
the four most common are that: he is either young and 
unproven, is regarded as a discipline problem, has not been 
provided with an adequate opportunity to display his talents 
or has been overshadowed by his team mates. 

Thus, assuming that the managers on both clubs are 
possessed of equal trading acumen, it becomes obvious that 


only by reintroducing uncertainty into the transaction by 
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dealing for unknown quantities rather than established 
professionals can one club more than marginally improve 
itself via the trade route. Nor is the firm receiving known 
for unknown quantities likely to improve itself enough to 
achieve legitimate contender status as the inputs a bho 
acquires will generally not allow it to attain championship 
status because unknown quantities have a low market value. 
Thus, organizations such as the Los Angeles Kings, Minnesota 
North Stars, and St. Louis Blues which have consistently 
traded their top draft choices for veteran players have 
failed to obtain anything more than mediocrity with respect 
to the final standings. 

Furthermore, clubs at the very bottom or top of the 
standings are restricted in their trading activities. The 
former because they have little in the nature of surplus 
talent +o exchange and the latter because any individual 
that they trade for must be exceptionally talented in order 


to significantly improve team performance. 


2. Raiding 

Since the compensation rules enforced by both the 
NeHeoL. and WeH.A. discourage intra league raids by requiring 
that the raiding team provide the player's former employer 
with compensation in the form of players, draft choices, or 
cash equivalent to his value most raids are conducted 
against firms in the rival cartel. 


Like trading for a proven veteran it is generally 
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unnecessary for a raiding team to spend any money further 
refining a raided player's skills and there is little 
uncertainty about his capabilities. Raiding, however has a 
major advantage over trading as an acguisition technique in 
that outstanding players can be acquired through its 
utilization without giving up other players in exchange 
providing that the raider owns the athlete's negotiation 
rights. 

Unfortunately, raiding as a long run building mechanisa 
has several major drawbacks associated with it. First, 
raiding tends to be expensive because not only is the player 
in an extremely strong bargaining position, and often able 
to command a substantial increase in salary, but any raise 
that he receives is likely to have an inflationary effect on 
his new team mates' salary expectations. Second, due to the 
fact that for both psychological and monetary reasons 
athletes are often reluctant to relocate, all other things 
being equal, the player's present employer often enjoys a 
considerable competitive bargaining advantage. Thus 
substantial additional incentives must often be offered to 
the athlete by the raider to induce him to jump teams and 
leagues. Third, since renegotiation of contracts prior to 
their expiration and the signing of multi year pacts are 
common business practices within the industry, relatively 
few top line hockey players become available in any given 
year. Finally, even if an individual is a free agent the 


raider must be in possession of that athlete's negotiation 
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rights before it can discuss contract without fear of 


incurring severe negative sanctions from the league. 


3. Buying Player Inputs 

Although, the outright sale of top quality players by 
one team to atlot Her is an extremely rare event it does 
occasionally occur. Large losses on the part of the selling 
team usually precipitate this type of transaction as it is 
an attempt to peducesoderatdus costs through the reduction 
of overhead. For example the W.H.A.'s Phoenix Roadrunners 
disposed of two of their better young players Cam Connor and 
Barry Dean, both of whom command six figure salaries, prior 
to the commencement of the 1976-77 season in an effort to 
reduce their losses to a more acceptable level.3! Top 
players are also sometimes exchanged for other athletes of 
unquestionably inferior quality when management decides that 
a star player's salary is too inflated. For example Vic 
Hadfield a former second team all star left wing with a 
$175,000 salary was traded to the Pittsburgh Penguins before 
the 1974-75 season for Nick Beverly a journeyman defenceman. 
Similarly, after experiencing a decline in both 
competitiveness and attendance during the 1974-75 season the 
Minnesota North Stars unloaded several of their best 


players, Barry Gibbs, Fred Stanfield, Jude Drouin, and Jean 


31 Doug McConnel, "Phoenix Drops Ice Stars to Keep Hockey 
Alive", The Hockey News, Oct 29, 1976, page 27. 
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Paul Parise for several journeyman caliber athletes. 
However, the practice of reducing overhead through 
payroll cuts is often a false economy when it adversely 
effects a team's "on ice" competitiveness as the attendance 
decline with its accompanying drop in in-person attendance 
revenues is likely to overshadow any benefits accruing from 
tighter cost control. For example, when Minnesota 
substantially reduced its payroll by unloading Gibbs, 
Stanfield, Drouin and Parise during the 1974-75 season it 
also experienced a significant decline in competitiveness. 
The team accumulated 85 points in the standings in 1973-74 
and played to capacity crowds of 15,000 fans per game, but 
garnered only 63 points and experienced an average 
attendance of 13,587 in 1974-75 and slipped even further in 
1975-76 to 47 points and 9,661 fans per game.32 The practice 
of selling players or reducing the payroll through the 
trading of high salaried athletes for less well paid 
individuals is more prevalent in the W.H.A. than in the 
N.H.L. largely because more W.H.A. clubs operate in suspect 
markets. These firms feel that they must reduce their 
overhead to the bare minimum in order to remain viable. 
However, in effect they are probably only delaying their 
demise, for few owners are so well financed that they are 
able to absorb several hundred thousand dollars in losses 


each year. 


32 Pat Thompson, The Hockey News, April 23, 1976, page 23. 


5 daa tae pallet 
dieses hip dtieros person 
¥ tawtevbe ae auie qua node sam 
snannagsias er ew sawdevd) 9 oe 44 oe f il rt Be 
SuRbaeere: aocsey~ns og Gop kanye ek hs 
stary? poe ez ioamt: ‘qua statin’ sete eta | 
1 eA Te + yotgsieae ae | for | 
pale pxubeonai/ ye tonya ast Bebe 
2a ig co eek enduwyt: ial 
euuiiie kay empenrs a2 vttovh saasrniapea sf 
err, aventiente. wht ae amo 28 ch 
yd  ypeiey roy spot ObOVRE: 20, aeons 2 adr 
pyaners : ee ecmra aan fate = a ' 
edeaae sails peegtee i ‘ 2 f 
sano oat Sr cal unite See 
sae douunes Linarymy: Lacan vtits " 
ne fae ee peated 
oad faa suite eae ‘ed! eit Mh 
rowan et Steamy sais. A RoR eae sarened viopast: ate 
| eas. gate eae) alte feat! ee pals paddt “voto : 
ie ke aléwer ‘ga apie ink wmntate eisd edf OR  abiall 
yaa eas ap ghee dando: we weds toate ee yperewoH, 
ae, old met Setwendl Line 6 exb) Baeitwo wot 307 veuhso 
neendt ae ston ‘uence dueband Laverne dade of atte 


& 


4. The Universal Amateur Draft 

Due to the inherent limitations of the previously 
mentioned player acquisition techniques, the Universal 
Amateur Draft has become the primary source of quality 
player inputs. 

The Universal Amateur Draft began in 1963 as the device 
used to allocate the negotiation rights to the amateur 
hockey players not on sponsorship lists. However, after the 
decision to eliminate the sponsorship system was made the 
amateur draft of overage juniors became the primary means by 
which the negotiation rights to professional prospects 
within the amateur feeder system were allocated amongst 
N.HL. firms. The sponsorship system officially ceased to 
exist after the 1965-66 season; however, since players 
already on sponsorship lists were not eligible for the 
amateur draft it continued to effect the availability of 
talent until all of the athletes on the lists were phased 
into the system. The 1969 universal amateur draft was the 
first one completely unaffected by sponsorship, any person 
reaching twenty years of age in the calendar year of the 
draft being eligible for it. 33 

When the W.H.A. came into existence it engaged the 
N.H.L. in a bitter struggle for player talent and 
successfully raided the established league for several of 


its top stars notably, Gerry Cheevers, Bobby Hull, Bernie 


« Guide, page 259. 
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Parent and J.C. Tremblay. However, the supply of available 
talent from this source soon dried up as N.H.L. teams signed 
their players to multi year contracts. Cut off from this 
source of talent and realizing that they needed to acquire 
better personnel in order to successfully differentiate 
their product the W.H.A. firms attempted to sign overage 
juniors, holding their first full scale amateur draft in 
1973. Unfortunately for the W.H.A. owners, the player agents 
representing graduating juniors preferred to sign their 
clients with the N.H.L. because of the greater financial 
security afforded by the older circuit. As Alan Eagleson 
perhaps the most prominent hockey agent put it, "I've told 
the players not to sign anything until they get the money in 
advance. Hell, the N.H.L. has good credit and always pays 
its bills. We all know that. But we don't Know about the 
WeH.A.".3* Of the ninety athletes chosen in the first round 
of the five N.H.L. drafts between 1972 and 1976 only five 
Signed with W.H.A. teams. 

Desperate for fresh talent and unable to compete with 
their more well heeled N.H.L. counterparts for graduating 
juniors W.H.A. firms began to sign juniors prior to the 
expiration of their junior eligibility. During the spring 
and summer of 1973 W.HeAs teams signed six of the best 


underage juniors available. Tom Edur, Wayne Dillon, and Mark 


3¢ Mark Mulvoy, “See The Pucklings Waffle In", Sports 
Illustrated, Feb. 28, 1972, page 20. 
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and Marty Howe all from the Toronto Malboroughs cored with 
and played for WeHeA. clubs during the 1973-74 season. 
Meanwhile, both Jacques Locas of the Quebec Remperts and 
Dennis Sobchuk of the Regina Pats inked muiti year pacts 
with the Cincinnati Stingers but completed their last year 
of junior. eligibility before becoming professionals.35 All 
of these players almost certainly would have been selected 
in the first round of the N.H.L. draft if they had completed 
their eligibility and were available. 

Faced with the prospect of the rival league signing the 
top professional prospects before they became eligible for 
the N.H.L. Avaree the N.H-L. permitted its membership to 
select a limited number of underage juniors in the 1974 
draft. Teams were allowed to chose one underage player each 
providing that he was selected within the first two rounds 
of the draft.36 Fourteen underage juniors were chosen 
including Mark Howe who was ie caas playing with the 
W.HeA.~'S Houston Aeros. Of the remaining thirteen players, 
twelve signed with the N.H.L. and played with either the 
major league club or its minor league affiliate in 1974-75, 
while the other individual, Bryan Trottier, returned to 


junior and played an additional season. 


35 Chris Zelkovich, "W.H.-A.-'s Signings of Juniors Forces 
NeH-Le into Bidding War", The Hockey News, Sept. 1973, page 
a's 

36 Frank Orr, "Top Amateur Prospects Picked Clean by Pro's - 
Whats Left for Junior Hockey", The Hockey News, Dec. 27, 
1974, page 3. 
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The W.HeA., seizing an opportunity to establish a 
competitive advantage with respect to recruiting, also 
drafted underage players in 1974 but of the twelve underage 
players selected by them only two were also selected in the 
N.H.L. draft. Consequently, the W.H.A. clubs were ina 
position to offer the ten individuals who were not selected 
by the N.H.L. an opportunity to turn professional early 
without having to outbid NeH.L. firms for their services. 
Five of these twelve players accepted the offers and signed 


with W.H.A. firms. 


IV Analysis of The Player Market 

Formulation of player acquisition policies and 
strategies that would allow a firm to achieve the ultimate 
goal of being able to assemble and maintain a championship 
caliber team in the long run necessitates a thorough 
understanding of the player market in all its complexities. 
Specifically, five types of information are required in 
order to develop and implement sound, rational strategies. 

First, the amateur feeder systems had to be evaluated 
with respect to the guality and quantity of their inputs in 
order to ensure an optimal allocation of the firm's monetary 
and human resources. Management must know which amateur 
leagues produce the best professional prospects in each 
position if they are to both make adjustments in their 


scouting systems in accordance with their player personnel 
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requirements and avoid misallocating company resources 
towards unproductive feeder systems. 

Second, the relationship between the quality of player 
inputs and their draft selection number was probed to 
determine how difficult it is to predict professional 
success. If professional performance is relatively unrelated 
to characteristics discernable when the player is an amateur 
then management will be hard pressed to formulate an 
effective long run player acquisition policy. 

Third, the length of the adjustment period required 
before athletes entering professional hockey from the 
amateur feeder systems normally make a significant 
contribution towards team success was measured. This 
information has relevence in relation to the player 
development and personnel turnover policies adopted by a 
major league hockey firms' top management. 

Fourth, indicators of future professional performance 
both in the positive and negative sense were probed in an 
attempt to isolate factors that might serve ce assist in 
further rationalizing drafting procedures. 

Fifth, drafting efficiency was examined on a micro 
(team) and a macro (league) basis with the purpose of 
developing standards that could be utilized by management in 
evaluating their own performance. Without such a yardstick 
management would lack the guidelines needed to make vital 
adjustments and improvements within the player evaluation 


function of their operation when they become necessary. 
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Methodology 

The first step in developing a methodology that would 
permit analysis of the player market involved deciding 
whether the NeH.L. or W.H.A. draft was to be utilized as an 
estimate of the players' professional potential prior to 
their entrance into professional hockey. This issue was 
quickly resolved in favor of the former as several factors 
precluded the use of the latter. First, because the W.H.A. 
draft has only been in existence since 1973 and two years of 
lag time is usually required before a large percentage of 
the individuals selected in any particular draft begin to 
achieve their level of professional competence it has not 
been in operation long enough to provide a solid basis for 
longitudinal analysis. Second, due to the fact that they 
experience more difficulty in signing their draftees than 
their NHL. counterparts W.H.A. clubs have a tendency to 
select more on the basis of availability than ability, 
seeking to achieve a competitive advantage with respect to 
recruiting. For example, the New England Whalers selected 
Glen Goldup second in the entire draft in 1973 even though 
most scouts did not rate him nearly that high because he had 
also been chosen by the powerhouse Montreal Canadiens in the 
NeH.L. draft. The New England management hoped that Goldup 
would sign with them rather than Montreal to avoid the minor 
league apprenticeship probably required before he could play 
for the Canadien's major league team. Third, N.H.L. clubs as 


a rule allocate more resources towards the scouting function 
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and as a resuit probably achieve a more accurate appraisal 
of an individual's major league potential. 

The rating system utilized in classifying players 
according to their athletic prowess was crucial to the 
entire analysis. Too broad a rating system, classifying 
virtually all players into the same group such as “all major 
league hockey players competing in ten or more major league 
games in 1975-76" would do little to facilitate analysis 
because it would not differentiate sufficiently between the 
relative merits of individual players. On the other hand an 
extremely narrow rating system which attempted to grade, 
rank and assign a numerical classification for each 
individual athlete would be too subjective. The rating 
system utilized in this analysis attempted to overcome this 
problem by classifying the players into broad but 
differentiated groups. 

All players born between 1949 and 1954 inclusive were 
ranked in their particular position according to their 
professional performance and were then divided into 
categories on a five point scale. Players in the iL 
classification were top quality players amongst the best at 
their position. The II category denoted an extremely 
competent, capable performer not quite of I stature while 
III's were marginal players in constant danger o generally 
employ a limited number of III‘s who occupy spots on the 
third or fourth line, kill penalties or are the fifth or 


sixth defenceman. IV's and V's are both inadequate hockey 
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players, that is unable to earn a full time spot on a 
legitimate contender's roster with the primary distinction 
between the two being that V's generally are older and 
possess less potential. Some of the younger II's, III's, and 
Iv's who have not yet firmly established their level of 
competence may be upwardly mobile in that they could 
possibly move up into a higher classification. I's and V‘S 
by definition lack such mobility. 

It must be emphasized that this classification system 
does not attempt to compare the relative merits of 
individual players but rather merely seeks to place hockey 
players into relatively broad groups according to their 
ability. Consequently, it avoids a large portion of the 
subjectivity that surrounds any endeavour of this nature. 
For example, of the right wings entering professional hockey 
since 1969 five standout from the rest: Guy Lafleur, Reg 
Leach, Dan Gare, Lanny MacDonald, and Anders Hedberg. 
Although it may be debatable which of these gentlemen is the 
finest right wing in professional hockey there is little 
doubt that he is included in this group. 

Several different sources of information were utilized 
in ranking and classifying the players. First, the player's 
scoring production over his professional career was 
reviewed. The evaluation of forwards was especially heavily 
weighted towards their scoring ability while it was not 
emphasized as much when categorizing defencemen. Second, the 


plus minus statistics released by the leagues at the 
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conclusion of each season were scrutinized for indications 
that an individual was a particularly competent or inept 
defensive player. Mitigating factors such as the relative 
strength or weakness of his team and the player's role on 
the squad were taken into consideration in this portion of 


the analysis. 


Effect of Underage Draft and Early Signings 
On Player Market Analysis 

The signing of junior players prior to the draft and 
the drafting of underage juniors have served to complicate 
attempts to analyze the player market using the N.H.L. 
amateur draft as a basis. The former practice vende to lower 
a player's draft selection humber by reducing his 
availability. For example after Dennis Sobchuk and Jacques 
Locas signed with the W.H.A. prior to the 1974 N.H.L. draft 
their value declined in the eyes of N.H.L. managers because 
they would not be available for several years. Consequently, 
although Sobchuk was perhaps the best twenty year old 
prospect available in the 1974 draft and Locas was certainly 
rated in the top ten the former was chosen 89th and the 
latter 188th. 37 

Underage drafts distort the number of top quality 
hockey players entering the professional ranks in both the 


year of the underage draft as well as the next few years 


uide, pages 207, 208. 
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because the cream of several draft years is in effect being 
skimmed in one. For instance, the 1974 draft will appear on 
the surface to be an especially bountiful one due to the 
fact that fourteen underage players who would have been the 
top prospects in the 1975 and 1976 drafts were taken one or 
two years early. 

Similarly, because most of them were harvested early 
the latter two drafts will appear to possess fewer quality 
professionals than normal. 

The drafting efficiency of teams was studied by 
evaluating the quantity and quality of the personnel chosen 
by a firm in relation to how many choices it had, and where 
they were situated. Obviously, the assessement of drafting 
efficiency is greatly complicated by early signings and 
underage drafts. The former effects a team's efficiency 
rating because it is often able to acquire an athlete later 
than he would normally be available as was the case with 
Dennis Sobchuk, Jacques Locas and numerous others. 

The availability of underage juniors can affect a 
club's efficiency rating in two ways. First, because the 
quantity of quality players greatly increases during 
underage drafts a team has a better chance to draft well. 
Second, by drafting a player several years prior to his 
normal draft year on his potential a club increases the 
uncertainty surrounding its choice but in all likelihood 
also improves its chances of a high payoff. For instance, 


the New York Islanders chose Bryan Trottier twenty second 
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overall in the 1974 draft, two years before his normal draft 
year. Trottier won the 1975-76 Calder Trophy emblamatic of 
the N.H.L.'s top rookie and set a new points record for 
rookies at the same time. If he had not been drafted until 
1976 he would have almost undoubtedly been amongst the top 
five players selected. Conversely, the Washington Capitals 
selected Mike Marson 19th over all in the 1974 draft when he 
was only eighteen years of age. Marson has scored twenty 
goals and recorded nineteen assists in one hundred and 
thirty-three regular season N.H.L. contests and is currently 
not on the Capitals major league roster although they are 
considered to be one ara worst teams in major league 
hockey. 38 

The effects of underage and early signings were 
corrected for by excluding all of these players from the 
analysis and shifting the draft selection numbers of the 
other players upwards accordingly. Thus underage players 
such as Pierre Larouche and Bryan Trottier were treated as 
if they were not drafted in 1974. Similarly, teams such as 
Boston and Montreal that drafted individuals who were W.H.A. 
veterans having signed early with the rival league were not 
given credit for these choices.39 In the case of both 


underage draftees and early signings the draft choice was 


386 1976-77 NHL. Guide, Marson, page 456, Trottier, page 
56a. 

39 Montreal drafted Marty Howe, Boston selected Mark Howe, 
1974-75 NeH.L. Guide, page 206. 
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counted neither for nor against a team in evaluating the 


efficiency of its drafting. 
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Table I 


RATING SYSTEM 


I Caliber Players 


Centre 


Sittler 
Macleish 
Clarke 
Perrault 
Dionne 
Lysiak 
Sobchuk 
Nilsson 
McNabb 


Riseborough 
Kirk 
Merrick 
Sullivan 
Boldriev 
Goring 
Kindrachuk 
Weir 
Ruskowski 
Rogers 
Oddleifson 
Locas 
MacGregor 
Leduc 
Ftorek 
Noris 
Savard 


Chipperfield 


Defence 
L. Robinson D. 
D. Potvin Re 
J. Watson Re 
Be Salming G. 
Me 
Ts 
D. 
U. 
P. 
II Caliber Players 
M. Howe D. 
J. Guevermont Ge 
G. Lariviere Ve 
D. O'Brien P. 
R. Redmond Le 
L. Goodenough R. 
Re. Stackhouse O. 
A. Dupont Se 
T. Edur = 
J. Hughes Me 
I. Turnbull Ch 
Re Dailey J. 
D. Tallon Ge 
J. Schoenfeld R. 
He. Snepsts Re 
D. Lewis J. 
P. Russell A. 
T. Bladon Re 
D. Maggs 
D. Hoganson 
K. Morrison 
W. Nyrop 
G. Sargent 
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Table I (Continued) 


III Caliber Players 


Defence Centre 

R. Stewart D. Gibson 
S. Durbano D. Gardner 
B. Neely G. Ferguson 
C. Campbell D. Tannahill 
D. Hutchinson W. Clement 
R. Plumb Ne Pyatt 

R. Chartraw P. Marrin 
Ne Komadowski R. Thomas 
R. Greschner R. Bourne 
Ls oPrig 

A. St. Laurent 

L. Sacharuk Cc. St. Sauver 
G. Irwin V. Venasky 
R. Gassoff L. Powis 

D. Bialowas L. Patey 

Me. Ford Re. Erickson 
S. Beaudoin 

Re. Wilson 

A. Hangsleben 

B. Affleck 


W. Butters 

J. Van Boxmeer 
P. Rautakellio 
L. Carriere 


Table I (Continued) 


I Caliber Players 


RW LW Goal 

L. MacDonald Re. Martin 
D. Gare S. Shutt 
Re. Leach Re Barber 
G. Lafleur D. Lever 
A. Hedberg Me. Tardif 

C. Gillies 

S. Vickers 

R. Gainey 

E. Thompson 

II Caliber Players 

W. Harris P. Guite J. Rutherford 
R. Middleton R. Houle D. Bouchard 
M. Murphy T. Williams G. Gilbert 
T. OfReilly Re. MacMillan J. Garret 
R. Kehoe E. Vail M. Laroque 
C. Connor D. Williams We. Smith 
F. Hughes G. Howatt D. Herron 
R. Nystrom D. ROta M. Palmateer 
M. Bergeron Y. Lambert G. Meloche 
D. Talafous A. MacAdam 
R. Preston W. Lindstrom 
B. Stoughton D. Labratten 
D. Saleski C. Lefley 
D. Ververgaert Me. Wilson 

Cc. Ramsey 

D. Maloney 
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Table I (Continued) 


III Caliber Players 


RW LW 
J. Jacques R. Sedlebaur 
F. Harvey Ps) Jarry 
G. Goldup J. French 
J. Butler P. Hickey 
H. Monahan H. Nowak 
T. Simpson D. Schultz 
J. OfFlaherety Re. Kelly 
D. Kozak K. Devine 
C. Arnason R. Climie 
A. McDonough A. White 
E. Patenaude G. Lyle 
D. Polonich W. Bianchin 
Be McDonald K. Baird 
P. Boutette B. Spencer 
Re Murdoch E. Deadmarsh 
H. Graves 
P. Plante 
W. Miller 
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Goal 


Gratton 
Brodeur 
Dion 
Ellenbaas 
Ridley 
Low 
Davidson 
Lopresti 
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A. Sources of Talent 
1. Defence 

The O.H.-A. is by far the dominant feeder system with 
respect to the production of I and II caliber defencemen. 
Two of the four I caliber defencemen and fourteen of the 
twenty-four II type defencemen entering professional hockey 
Since 1969 played their amateur hockey on O.HeA. clubs. The 
W.C.H.L. circuit is a poor second to the O.H.A. in the 
production of first rate defencemen developing one of If 
caliber and seven of II stature, but is relatively equal 
with regards to III*s having developed nine to the O.H.A.'S 
seven. If the W.C.H.L. is relatively less fertile than the 
O.H.Aw With respect to the development of top professional 
defencemen, the Quebec Junior league is absolutely barren. 
The Quebec circuit has not produced a single I caliber 
defenceman, only one of II stature and a lone III type in 
Six drafts between 1969 and 1974. Moreover, Kevin Morrison, 
the only II type to graduate from a Quebec junior club, was 
drafted in 1969. The Candian and American colleges have a 
somewhat better record having produced one II and five III's 
over the same period of time. Borje Salming a I caliber 
defenceman from Sweden and Pekka Rautakallio a Finnish 
player of III quality were the only two European defencemen 
playing in North America who were young enough to qualify 
for the analysis. Two other defencemen Gary Sargent and John 
Van Boxmeer were developed in Junior "A" Tier II circuits, 


the former being a II and the latter a III. However, Van 
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Boxmeer may also become a II as he has recently been traded 
from the talent rich Montreal Canadiens where he was 
relatively inactive to the Colorado Rockies, where he will 
receive a better opportunity to establish his level of major 
league competence. 
2- Centers 

The W.C.H.L. and O.H.A. have provided the professional 
leagues with roughly the same number of quality centers the 
former developing three I'S and the latter four with each 
circuit producing six II's. The O.HeA- does, however, 
possess a decided edge with regards 

Third, besides reference to statistics, personal 
observation also played an important role in determining a 
player's classification. If a particular individual's 
category was in doubt he was closely observed the next time 
he played either on a Hockey Night in Canada television 
broadcast or in a W.H.-A. game in Edmonton where the author 
has been a season ticket holder for the last two seasons. 
Fourth, conversation with assorted people within the 
industry, primarily scouts and general managers, brought to 
light further information. These latter two sources of 
information were especially useful in evaluating defencemen 
and goaltenders. Fifth, media sources, such as_ radio and 
television interviews with coaches, managers and players as 
well as newspaper reports were also consulted with reference 
to the relative capabilities of playing personnel. Finally, 


a questionaire was mailed to each major league hockey firm's 
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director of player personnel and these responses were also 
utilized in evaluating hockey players. to III's, developing 
eight compared to one by its western counterpart. 

The Quebec League is again significantly less fertile 
than the other two Tier I Major Junior A leagues as it has 
sent only four II's and two III quality centermen on to 
NeHe-L. and WeH.A. careers. Pierre Larouche, the only I 
caliber centerman who developed in the Quebec League, was 
not included in the analysis because he was selected as an 
underage in 1974 and would not have normally been elegute 
for the draft until 1975. 

Peter McNabb is the only I caliber center produced by 
the American Colleges while Robbie Ftorek is a II caliber 
performer and two other individuals, Lynn Powis and Vic 
Venasky, are marginal or III quality players. 

European hockey has produced one I caliber center Ulf 
Nilsson, and Roland Erickson, a III with sufficient 
potential to possibly achieve I or II stature. The only 
center from a Tier II background who is of III or better 
caliber is Larry Patey, a marginal player currently with the 
St. Louis Blues. It should be noted, however, that Robert 
(Butch) Goring, a II, split his draft year between Tier I 
and Tier II Junior A clubs. 

3. Left Wings 

Seven of the nine I caliber left wings entering 

professional hockey between 1969 and 1974 have come from the 


O.H.A. as have eight of the seventeen II's and nine of the 
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sixteen III's. One I and four II's have emerged from the 
W.C.H.L. as well as five III's while the Quebec League has 
contributed one II and one III. 

Two former collegians qualified as II's at the left 
wing position. However, this result is somewhat illusionary 
as Chuck Lefley was with the Canadian National Team when he 
was drafted and would probably have otherwise have been 
playing junior hockey. George Lyle, the individual of III 
stature, is enjoying a fine rookie campaign with the New 
England Whalers and may shortly move up into the IT bracket 
if he establishes his consistency over the next season or 
+ WO. 

Two European left wings, Willy Lindstrom and Dan 
Labretten both qualified as being of II caliber. Errol 
Thompson, one of major league hockey's premier left wings, 
is the only individual at his position of III or better 
quality to emerge from the Senior or Tier II ranks. 

4. Right Wings 

Outstanding right wingers are one of the most scarce 
commodities in major league hockey. Of the five individuals 
considered to be I's three came from the W.C.H.L., one from 
the Quebec circuit and another from Sweden. The O.H.A. makes 
a more significant contribution towards the production of 
II's having developed six of the fifteen athletes in this 
category in comparison to five, one, two, and one by the 
W.C.H.L., Quebec league, colleges and Tier II Junior hockey 


respectively. Together the O.H.A. and W.C.H.L. account for 
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twelve of the eighteen III type right wings entering 
professional hockey since 1969 with collegiate, Tier ITI 
Junior hockey, and the Quebec Junior circuit contributing 
two III's each. 

5. Goaltenders 

Goaltending is perhaps the most subjective position to 
evaluate because the goaltender's performance depends to 
such a large extent on the team in front of hin. Even 
brilliant goaltenders have high goals against averages on 
poor squads while good goalies have won the Vezina Trophy on 
tight checking teams. 

Virtually all of the I stature goalies in major league 
hockey were acquired by their clubs during sponsorship and 
hence are not subject to the analysis. Nine II type goalies 
have entered major league hockey since the sponsorship 
system was phased out and of these, six are graduates of the 
O.H.A. and while the other three emerged from the Quebec 
junior league. Seven of the eight goaltenders rated as III's 
are considered to be upwardly mobile in that they are 
relatively youthful and could achieve I or II status in 
future years. The Quebec junior circuit, the colleges and 
Tier II have all developed two goaltenders each while the 
W.C.H.L. and the O.H.A have produced one apiece in this 
category. 

Sources of Talent = Conclusions 
The O.H.A. and the W.C.H.L. are by far the two primary 


sources of top quality (I or II level) player inputs. 
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Together the two have produced twenty-one of the twenty- 
seven I's and sixty-two of the eight-two II's entering 
professional hockey between 1969 and 1974. Moreover they are 
particularly dominant with respect to the defence position, 
having produced three of the four I‘*s and twenty-one of the 
twenty-four II caliber defencemen. 

Although the 0.H.A. has developed more talent with 
thirteen I's and forty II‘*s to its credit compared to the 
W.C.H.L.'s eight I's and twenty-two II's there is evidence 
that the latter is increasing its productivity. For example 
ten of the first eleven players taken in the 1975 draft were 
graduates of the W.C.H.L.. However, due to its smaller 
population base it is unlikely that the W.C.H Le. will 
Overtake the O.H.A. in the forseeable future. 

Although the other Major Junior "A" loop, the Quebec 
League, is much celebrated as a source of fast skating, high 
scoring talent, it produces a disappointingly small number 
of quality (I or II caliber) hockey players. Despite the 
fact that Quebec has a population of 6,000,000 people 
compared to 7,700,000 for Ontario and 5,700,000 for the four 
Western provinces, the Quebec Junior circuit has developed 
only one I and ten II caliber hockey players between 1969 
and 1974. Particularly appalling has been the paucity of 
outstanding professional defencemen developed by the league. 
Kevin Morrison, who graduated in 1969, was the only ITI 
caliber defenceman to emerge from the league during the 


aforementioned time span. 
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The poor showing of the Quebec league in relation to. 
its major junior counterparts is partially attributable to 
the fact that the players drafted from the Montreal Junior 
Canadiens in the 1969, 1970, 1971 and 1972 drafts were 
credited to the O.H.A. as the team competed in that circuit 
until the 1972-73 season when it moved into the Quebec 
League and changed its name to the Montreal Bleau Blanc 
Rouge. Such top flight athletes as Gilbert Perrault, Marc 
Tardiff, Rejean Houle, Richard Martin, Jocelyn Guevermont 
and Andre Dupont graduated from the Junior Canadiens during 
this period as that club had long enjoyed a strong 
competitive advantage with respect to the recruitment of top 
talent from the province's minor hockey systems. 

Nevertheless, the league's lack of success in 
developing top professional hockey players is still not 
completely explainable by the Junior Canadiens! 
participation in the O.H.A. circuit. Although Montreal was a 
member of the Quebec League during the 1972-72 and 1973-74 
seasons the league still only produced three II's and four 
III's in the 1973 and 1974 drafts combined. Meanwhile two 
I's, eight II's, and thirteen III's and six I's, five II's, 
and six III's were sent on to the professional ranks by the 
O.H.A. and the W.C.H.L. respectively in the 1973 and 1974 
drafts. 

Two factors present themselves as possible reasons for 
the inferior quality of the Quebec loop's outputs. First, 


the province of Quebec's minor hockey system may not be the 
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equal of Ontario or the Western provinces with regards to 
facilities, financing, or coaching. Second, the Quebec 
league has not adopted a professional style of play. 
Defensive play is not stressed with little emphasis being 
placed on taking the body. Consequently, many of the games 
end up being high scoring affairs. Moreover, the players 
themselves are on the whole smaller and less aggressive than 
their O.H.A. and W.C.H.L. counterparts. | 

The forwards? lack of size and the wide open style of 
play probably contribute to the low caliber of the 
defencemen produced by the league as they do not have to he 
as big or look after their own end as much as in the other 
Major Junior leagues. Many of the I, If and III caliber 
forwards developed by the league are said to have defensive 
deficiencies. However, the league's loose defensive style 
does apparently contribute to the development of goaltenders 
since three of the II caliber goalies came from the Quebec 
League. Presumably, they have no shortage of work. 

College hockey does not at the present time develop 
enough outstanding hockey players to be considered more than 
a supplemental source of players. Only six of eighty-two 
II's and one of twenty-seven I's have been collegians. 
Moreover, it should be further noted that one of the II's, 
Chuck Lefley, probably would have played junior hockey if he 
had not been recruited by the Candian National Team. 
Collegiate hockey has, on the other hand, produced twelve of 


the eighty III's. 
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The European feeder system is perhaps the most 
intriguing of the five examined because it is such an 
enigma. Very little is known about the quality and quantity 
of the players left in Europe. One school of thought feels 
that the vast majority of Swedish and Finnish players 
capable of playing major league hockey are already doing so, 
while another is convinced that western Europe is 
potentially a tremendous new source of talent. Due to the 
lack of data few conclusions can be made with regards to the 
abilities of the players left in Europe but examination of 
the individuals currently playing in North America reveals 
some interesting facts. 

First, a large percentage of the ten Europeans playing 
major league hockey who qualified for the analysis by being 
born jin ©1949. or |bater ) (the Vyear.of, 1969 draft) are 
considered to be quality athletes, three being I's and two 
II's, with two other individuals being rated as III's. The 
high quality of these inputs leads one to speculate as to 
whether or not that there might be more similarly skilled 
players still in Sweden and Finland. 

Second, study of the European professional hockey 
players on a cohort basis reveals that four of the ten: 
Borje Salming, Anders Hedberg, Dan lLabretten, and Willy 
Lindstrom were all born in 1951 and therefore would have 
been eligible for the 1971 draft. It is difficult to believe 
that Sweden produces this many outstanding hockey players 


every year (Salming and Hedberg are I's while Labretten and 
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Lindstrom are II's) on a long term basis; however, if only 
one or two athletes of this caliber are available each year 


it is certainly worthy of more consideration as a source of 


talent. 
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B. Player Quality and Draft Position 

Due to the fact that the size of the rounds in the 
NeH-L. draft have increased from twelve, to fourteen, to 
sixteen, and finally to eighteen positions as the league has 
added more teams, the present definition of one round 
constituting eighteen consecutive draft selections will be 
employed in this analysis. Thus the first round extends from 
the first to the eighteenth player inclusive, the second 
round from the ninteenth to the thirty-sixth individual and 
so on. Previous drafts were also analyzed in this manner. 

The most significant characteristic of the universal 
amateur draft is that it is heavily skewd towards the first 
few rounds with respect to the quality of the eligible 
player inputs. Few top quality athletes are available past 
the draft's third or fourth round. 

Of the twenty-seven I's drafted between 1969 and 1974, 
excluding underage juniors, thirteen were amongst the first 
five individuals selected in their draft year. Nineteen of 
these twenty-seven players were chosen in the first round 
with two being selected very early in the second round while 
another went in the third. Three players of I stature are 
Swedish and were not drafted because they became eligible 
for the draft at a time when Europe was lightly regarded as 
a source of major league talent. Dennis Sobchuk, the final Tf 
caliber athlete, was drafted much lower than he normally 
would have been as he had signed a long term contract with 


the W.H.A. prior to the N.H.L. draft and consequently was 
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unavailable until his multi-year contract expired. 

Similarly, thirty-four of the eighty-two ITI type 
players who came of draft age in the years 1969-74 were 
selected in the draft's initial round with another eighteen 
being chosen in the next round and twelve in round three. A 
further eight athletes of II caliber were drafted in round 
four. Thus sixty-four of the eighty-two II's were taken in 
the draft‘s first three rounds and seventy-two of them were 
amongst the first seventy-two players selected in their 
draft year. A large proportion (fifty-three out of eighty) 
of the marginal or III quality players were also taken 
within the first three rounds of the draft. Twenty-two, 
nineteen, and twelve III*s were selected in the first, 
second and third rounds of the draft respectively. 

This high degree of skewdness has several important 
implications with respect to building and maintaining a 
legitimate contender. If no draft choices were exchanged the 
weak teams would gradually become stronger as they acquired 
the best amateur prospects while the current legitimate 
contenders would weaken and drop in the standings because of 
their inability to replace their I type players via the 
draft. Even possession of an extremely efficient scouting 
system probably could not stave off a slip inthe standings 
since the future I caliber players are so well known they 
would be gone before the legitimate contender had an 
opportunity to select them. Thus no matter how efficient or 


rationalized a scouting system may be its effectiveness is 


satan, smetenl 

sayy 2 ovrnyedors ant ee) se SL 
otmy wt baer wiery! od ah sen ou 5 
aqoddple cred ea raw hoya teeta i 
L ,sevas Seaor at onkert echnais reo son 4 
bowex ah) betbers! pneu. Sodding Ako merabik 4 
ni need: ‘one Be &3 owsmyaihyt <iabsanehn | 
yaw wide to ove -Ytuor en bas abarox eengs vehes 
tiece at Sr wxoyate, oe iy spoT Be gent} 
py sage i ito onsse-s0i3y aakigonedt vate te 
sade? onle wre sno ti: ete Tri so, Lack | 
owd~_~2eewT» SP tase add Pt ae ‘ebnne2 sexsalig itil oe : 
pfe3h% od? GL adeuidns oanw' eUIEh) pbs: ne ae 
le! oy tonntasqant: yrend, te vad : 
snasroqat Lenetes oe, sauabepte te met shall 
a canetereiue ‘ham, pannatud ait “gongand) dite 
aay tupnedona sade: anatons. PL wth OR! AL» 49bee 2409 36 
bestepne yeas eo soyaagse, spose pikevdsry hisov sai a 
pom knel seeazay ety) wLiw meer 100%eR4) fHed vee 
he ban eped peauhasin ons aa gor dae grieve bivow etebeatnon a 


a 


a Ft 


ia 


ou a 7 


af iy ; 
ans a) ory ptoyelg Rete; * aiose speiavr of tehbidont wee 
oe an ploxthe tbaeatks on! 24 roRsnoanoy ayy’, eee 


eenpbusta ‘wed ah htm athe, ovebe, 7ou Silver yidedorg vodere 
rede pwlraree oe was eam ehi) Jwitttne - x sdusot, of? some 
Th hee pahnetne> eran ta Keel ade E eqpied: ennp od ieee 7 
go dus tek Ede vod 199 FR. OF andy wedi tpe dom ad tenor 20099, 
Vas serheyi tyatte ati at ah yee mmoogs entdpone # bestisnottey 


7 


hs 


142 


‘Still heavily dependent on how many early choices it 


possesses. 
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Table III 


Draft Position and Player Quality 
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Table III (Continued) 
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Table III (Continued) 
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1972 Draft 
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Table III (Continued) 


First 
round 
(1-18) 


Second 
round 
(19-36) 

Player 


Third 

round 
(37-54) 

Player 


55th 
and 
later 


inclu- 


ding 
free 
agents 


1973 Draft 
"BEST N SY ES AS ATES | RI nes ST RRO CC ean le 1 
{ { { { 
{ I (4) fo Tah) { III (20) { 
ee 
{D. Potvin {Ae Savard {J. Davidson { 
{T. Lysiak {B. Stoughton {B. Neely { 
{L. MacDonald {R. Dailey {G. Goldup { 
{R. Gainey {D. Rota { 
{D. Ververgaert | | 
{ {I. Turnbull { { 
{ {R. Middleton { { 
—— —— 
i {L. Goodenough |W. Bianchin { 
{ {Ee Vail {P. Marrin { 
{ {D. Lewis {C. Campbell { 
[ { {P. Hickey { 
{ { {R. Thomas { 
| { {J. Jacques { 
{ { {D. Gibson { 
{D. Talafous {N. Pyatt | 
{ {R. Gassoff | 
I 


{ {A- St. Laurent 


{ {A. Hangsleben {| 
| {B. McDonald | 
{ {D. Polonich { 
{ {G. Lyle { 
{ {L. Patey { 
{ {R. Murdoch { 
{ {P. Rautakallio | 

P| 


—— ny 


— a a 


o 
’ 


= bt a ~~ = 


e055 TEE: : 
“ee La BP 
» ire ot 
Geblgee Bt” 


= 


aw event emt ti 
re L¥onei6 ot 
Ps eo i) 
ae eed | ie 
Seto a" ae 
\ wegont of) re a ‘. / ' ' Pay 
suuponh grt Sige ee 
ety ee ee 
tee ee Re: 
S2oeen? oh: igh ce geet | 
; ; a 1 by oi : 2) iw 


=i, te / 7 7) eae mar 
Peta Mes s 


ay 
- sy - 


ca 


<> tea 


co 
es 
a 


by 
ay Bist 


148 


Table III (continued) 
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C. Drafting Efficiency 
Methodology 

Drafting efficiency, how well a team drafts in relation 
to the number and quality of draft choices it has had, was 
studied in the following manner. Since early selections are 
more desirable than later choices due to the previously 
mentioned high degree of skewdness present in the draft it 
became necessary to divide the draft into segments of 
selection numbers. The selection number ranges studied in 
each year of the draft between 1969 and 1974 were the first 
+o the fifth, the sixth to tenth,, eleventh to the 
eighteenth, nineteenth to the thirty-sixth and thirty- 
seventh to fifty-fourth draft choices every year. Every 
individual chosen by each team in these ranges was noted. 
Next ali the players taken in the first three rounds of 
draft between 1969 and 1974 were evaluated on the five point 
scale described in the previous section dealing with draft 
selection position and player quality. I and II caliber 
players were regarded as solid successes, while IV's and V's 
were failures. III‘*s were held to be neither failures nor 
successes because while they are of too low a quality to 
build a team around (since they only serve to supplement the 
talents of the I's and II's) they still possess some value 
as they can make a contribution to team success on the third 
or fouth line or as the fifth or sixth defenceman and are 
useful as currency in transactions for draft choices or 


superior players (when quantity can be exchanged for 
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quality). 

Drafting efficiency was examined in two different ways 
the number of solid successes a club achieves within a given 
range of draft positions, and the number of complete 
failures occuring in the same draft segment. Due to the fact 
that the number of choices that a team has had in a 
particular segment of the draft varies considerably between 
clubs frequency rates of failure and success were calculated 
to facilitate comparison between the different teams. 

The success rate was computed by dividing the number of 
I's and II's a club had drafted within a particular range of 
draft choices by the total number of picks it had within the 
range. Similarly, the number of IV's and V's picked by a 
team within a given portion of the draft divided by the 
total number of choices within that draft segment yielded 
the failure rate. It should be noted that addition of the 
failure and success rates does not necessarily yield one 
because III's are considered to be neither successes nor 
failures. 

An example may serve to illustrate the failure and 
success rate concepts. Team A has selected ten players 
between nineteenth and thirty-sixth over the course of the 
years. These choices yielded one I, two II's, two III's, two 
IV's and three V's. Team Ats success rate would be 3/10 or 
~300 while its failure rate on the other hand would be 5/10 
or .500. The frequencey rate for III's in this example is 


-200, the difference between 1.00 and the success and 
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failure rates added together. 

Some adjustments in methodology were necessitated by 
the draft of underage juniors in 1974. In addition, further 
adjustments had to be made for underage juniors who signed 
with the W.H.A. prior to completion of their eligibility but 
were later selected in the N.H.L. draft when they became 
eligible. Naturally, these athletes were picked much lower 
in the draft than they normally would be due to their 
unavailability. 

Underage juniors and prior signings were adjusted for 
by excluding them from the analysis. The fourteen underage 
choices in 1974 were treated as if they had not occurred 
with the draft selection numbers of the overage players 
being adjusted accordingly. For example, Ron Chipperfield, 
was the seventeenth player taken in the 1974 draft before 
the underage corrections were made but became the eighth 
when the nine underage juniors chosen before him were 
excluded. Four individuals, Marty Howe, Tom Edur, Dennis 
Sobchuk, and Jacques Locas were excluded from the efficiency 
ratings because they were under contract to W.H.A. firms at 
the time that they were drafted. Mark Howe could also have 
been included in this group but he was already excluded 
because he was drafted as an underage junior. Prior signings 
were removed from the analysis to avoid the problems of 
subjectivity involved in providing them with a dratt 
selection number indicative of their ability rather than 


their availability. 
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Another important problem that permeates the entire 
draft efficiency evaluation is the small number of choices 
some teams have had in certain of the draft segments 
analyzed. For instance only two teams had four or more picks 
in the sixth to tenth player chosen range. Under these 
circumstances one success or failure can heavily influence a 
club's failure or success rate. 

It must be emphasized that any prediction of a person's 
performance in any human endeavour at a point of time in the 
future is tinged with a degree of uncertainty. Consequently, 
it is unfair to expect a scouting staff to eliminate ail 
uncertainty surrounding its choices. However, they are 
accountable for the reduction of this degree of risk to its 
lowest possible level. Reasonable standards of excellence 
with respect to success and failure rates based on _ the 
preformance of the better drafting firms will be developed 
for each draft segment analyzed. These standards, since they 
are intended to facilitate comparison between firms and 
allow them to determine how well they are drafting in 
relation to how well they should be drafting, were set 
slightly higher than the most efficient scouting 
performances within any given draft segment in order to 
provide a reasonable goal for which to strive. 

Drafting Efficiency = Findings 
1. Draft Selection Positions 1-5 
It is extremely rare for a team drafting within this 


range to fail to chose a player of at least II stature. of 
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the thirty athletes chosen in this segment of the draft 
between 1969 and 1974 thirteen were I's, eight were II's and 
five were III'x. Thus the failure rate for this range of 
draft positions as a whole was only .133 while the success 
rate was .700. The overall failure and success rates in this 
draft selection range are somewhat deceptive in that it is 
possible to draft considerably better than the 
aforementioned average. The Vancouver Canucks for instance 
have a success rate of 1.00 in 4 picks as do the New York 
Islanders in three choices while the Montreal Canadiens 
organization has achieved a _ .857 success rate and a .143 
failure rate with respect to the seven draft choices it has 
had within this range. In fact the probability of drafting a 
I or II caliber hockey player is so high a success rate of 
1.00 and a failure rate of .000 are attainable and not 
unreasonable standards of efficiency to strive for within 
this portion of the draft. 
2- Draft Positions 6-10 

The New York Rangers and cClevland Barons have both 
achieved success rates of .667 and failure rates of .333 on 
three draft choices each within the 6-10 range while the 
Philadelphia Flyers on four choices have attained identical 
-500 success and failure rates. However, due to the fact 
that they have had _ so ae choices within this range the 
scouting proficiency of the Montreal Canadien's organization 
is perhaps most indicative of the efficiency standards that 


a club can hope to achieve within this draft selection 
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humber range. 

Montreal has attained a success rate of .428 and a 
failure rate of .142 on the seven choices it has had in this 
portion of the draft. It should be noted, however, that 
these rates are probably understated since not all of these 
seven individuals have had an adequate opportunity to 
demonstrate their professional level of proficiency in the 
talent rich Montreal Organization. For example Rick 
Chartraw, currently the team's sixth defencemen, is highly 
regarded by opposing general managers and coaches but was 
rated as only a III Beceaee: he receives insufficient ice 
time to properly evaluate him. Similarly, Gordon McTavish, 
the only Montreal draftee from this portion of the draft 
rated as a IV, is enjoying a fine year in the American 
Hockey League and quite conceivably could be a II or III. If 
both McTavish and Chartraw are II's or better the 
Organization's success rate becomes .714 and its failure 
rate .000 while if one of these athletes is a II and the 
other a III the success rate decreases to .571 with the 
failure rate remaining the same. 

Based on the evidence it appears to be possible for a 
team to maintain an exceptionally low failure rate and a 
relatively high success rate within this portion of the 
draft. A standard of a .80 success rate in combination with 
a .00 failure rate appears to be attainable and reasonable 
as Montreal is almost at this level if McTavish and Chartraw 


are both II's. When a team with an efficient scouting system 
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makes an error in assessing a hockey player's ability in an 
early portion of the draft it appears to be able to minimize 
its losses by at least selecting a marginal player with some 
Salvage value whereas inefficient scouting systems tend to 
chose a higher percentage of players that are completely 
inadequate. 
3. Draft Selection Positions 11-18 

A very low failure rate is still very much attainable 
in the latter part of the draft's first round although it is 
slightly more difficult to achieve a high success rate. The 
fact that of the teams with three or more choices in this 
range Montreal and Toronto had failure rates of .000 seems 
to indicate that it is possible to at least eliminate 
serious errors (IV's and V's) in this portion of the draft. 
Unfortuately, the teams with better success rates had few 
draft choices, making it difficult to develop a suitable 
standard for a success rate. Toronto achieved a .667 success 
rate on its three choices while Montreal with four 
selections had a success rate of .500. Again this latter 
success rate is likely understated because one of the two 
Montreal draftees rated as a III, John Van Boxmeer, is 
probably in fact a II, but due to a lack of ice time has 
been unable to establish himself at this level of 
proficiency. In all, a success rate of .700 would appear to 
be a high but reasonable and attainable standard for a team 
with a well rationalized scouting system that is drafting 


between eleventh and eighteenth. 
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4. Draft Selection Positions 19-36 

The probability of drafting successfully diminishes 
Significantly in the second round of the draft. Of the 
twelve teams with five or more second round choices in the 
drafts between 1969 and 1974 only two, the Buffalo Sabres 
and New York Rangers, had success rates in excess of .300. 
Moreover, the two owes: failure rates attained by any of 
these twelve clubs over this time period were the .166 and 
333 rates recorded by Los Angeles and Philadelphia 
respectively. Given that the Rangers achieved a success rate 
of .375 and Los Angeles failure rate was only .166 a success 
rate of .400 and a failure rate of .150 appear to be 
attainable albeit extremely high standards for the second 
round of the draft. 

5. Draft Selection Positions 37-54 

As can be expected given the high degree of skewdness 
present in the draft there is even less chance of a team 
being able to draft successfully in the third round than in 
the second. While three teams were able to make two or more 
successful selections with their second round choices only 
one, the Toronto Maple Leafs, accomplished this feat with 
its third round picks, even though thirteen clubs had five 
Or more third round equivalent picks. Thus the best a team 
can hope for in the third and subsequent rounds is to 
minimize its unsuccessful choices by selecting III's and 
occasionally choosing a II caliber player. In fact, a 


success rate of .300 and a failure rate of .500 would 


Ney ee ene byte set anne ARERR ile.” 
SORE aR ED riendepeyour "eae Bip nit ia 
ed? 26 «tteah ait, to, tages. nagosa. vay i hm 
at? a2 @onigso pave? hanaos oxen ae, ari eaie ent. 8m 
29 10se qisiive, ost ere leo 18 “pos. 0 
O0E. Xo aan ah nis sabover ce Copa aa | 
to: Yae) ve bentaete aata2 ecru bak telewod.-« 7 
hive Set. 92% aoe pezvey pa, eid gong ates.) 
sigaiahess ay -bae | eohapita, Od aa habacais 
area wine’ none 6 bpieians extent ony dads porte y 

Oe, A WAL. yl ao’ a5M ‘ptar eqetist volowns play 
oa e+ tnoqas ba? to eins pees. > shosi woreli 
hacden 26% 708 abs ebeats apts, wagers tiedts o1 

: 5) ee - pears 

ig-te neasthns aaron sealed ae 

calliealt ™ eaigad fen, ong wernt bet: > ps 

lik 30 Smale, onal ate: Sh esate, send ode 

ae edt, pine’ babies eee BE qhLakgesonve aissh oF olan ee: 

eR ie ove aaa of elds eney meses end? olidw bassoon 

ene merRgee, (baer , badsee. td is dai, Megtsvel ox Iptesesoma | 

, bisa: spe, akss, hodeniquoges dei iia widen o2ae207 wh? aes 

evi? fad oa to aubita didty dpuods. ee, vetoing fiagow . haste ts 
ane, if teed ond aod, amtotg- saphaviiips ‘bps baadt ion ae) 
vm a2 ‘wee diknibpoz dul, soe: Gada» eat at 20}, sq 18 

‘eg. qin seek sowton. 8 agile fuderoooeeuny a2: sedetnea “| 

, Md, ‘ass sen es, wed Lee es ee priwoods) tltecosessne | 
7 ae | be, a ates, random / et. Ok. Bay een ene 


oo 


4h 


hey 


157 


constitute a truly exceptional efficiency performance in the 


third round of the draft. 
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D. Player Quality and the Pay-Off Period 

A transitional period of time is often thought to be 
required in order for an amateur player to make a successful 
transition from the amateur feeder system to the major 
league professional ranks. The length of this transitional 
period was measured both by determining when the player 
first began to make a Significant contribution towards his 
team's success and by noting the length of his minor league 
apprenticeship before he made the major league roster. 

The productivity of most forwards was largely measured 
through examination of their scoring statistics while 
defencemen and defensive forwards were judged more by other 
Signs of progress such as when they became regulars or began 
to be highly regarded by the media. The length of time it 
took each player to make a significant contribution towards 
his team's success was measured in terms of seasons. An 
individual from an amateur feeder system stepping directly 
into the major league professional ranks and achieving 
Paneadave success was said to have required no transition 
time. Similarly, a player blossoming in his’ sophomore 
professional season was said to have required one season of 
transition time. 

The amount of minor league seasoning a player required 
was determined by the number of minor leagues games he 
participated in before he made the major league roster. Most 
minor league teams play approximately a seventy game 


schedule. 
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Findings 

The mean number of transitional seasons required by the 
I caliber player personnel entering professional hockey 
between 1969 and 1974 were .625, 1.25, .77 and 1.33 seasons 
for centers, right wings,left wings, and defencemen 
respectively. By the same token the average number of minor 
league games played by individuals achieving I stature is 
also exceptionally low, being under a half season in most 
cases. The average number of minor league games played was 
eleven for centers, ten for right wingers, twenty-six for 
left wings, and sixty-two for defencemen. 

The results for II caliber players were similar to 
those for I type individuals except that they had on the 
whole slightly longer transitional periods and minor league 
apprenticeships. II type centers, left wings, right wings, 
and defencemen on average required 1.44, 2.00, 1.33 and 1.25 
seasons respectively to mature enough to contribute 
Significantly towards team success and spent an average of 
57.43, 50.66, 43.6 and 48.4 games in the minors. 

It should be noted that aithough the average number of 
transitional seasons required before a player begins to 
provide a significant contribution towards team success is 
not greater than two in any position for either I or II 
caliber players and is well under one for some positions, 
even these low figures are somewhat inflated. Players cannot 
establish their level of professional prowess if they are 


not given an opportunity and in many instances, for 
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essentially two reasons they are not provided with this 
Opportunity. First, on several occasions in recent history 
the Het ter NeHeL. clubs notably Montreal, Boston and the New 
York Rangers have succeeded in accumulating an excess of 
talent, which in most cases has been stockpiled on a minor 
league affiliate or end of the bench. Despite the fact that 
they had the necessary talent, the athletes stockpiled in 
this manner were unable to establish their credentials as I 
or II caliber players until they received more ice time. For 
example, Darryl Sittler languished on the bench for two 
years behind the Toronto Maple Leaf's two fine veteran 
centers Norm Ullman, and Dave Keon before he began to 
receive his share of the ice time and established himself as 
a star. Similarly, Reg Leach, Chris Oddleifson, Dan 
Bouchard, Rick MacLeish, Richard Leduc and Ivan Boldriev 
were all at one time the property of the Boston Bruins but 
were not widely recognized as fine players until they moved 
to other clubs and received a sufficient amount of ice time 
to establish their credentials. 

The second reason why a good many talented young 
players spend an excessive amount of time in the minors or 
on the bench is that major league hockey managers and 
coaches still weenie before the tin god Experience. They 
never tire of expounding the virtues of experience and 
perhaps without realizing it help to perpetuate its myth by 
unduly restricting young players’ ice time, thereby not 


permitting them to demonstrate that they possess major 
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league talent. For example Bill Harris and Steve Shutt were 
junior hockey superstars when they were drafted from the 
Toronto Marlboroughs, the former being taken first and the 
latter fourth, but their development patterns took different 
directions due to the amount of playing time they received. 
Harris was selected by the New York Islanders, a weak 
expansion team, and almost immediately demonstrated that he 
was a solid major leaguer while his former linemate Shutt 
was drafted by the powerful Montreal Canadiens orgaization 
and played irregularly until his third year as a 
professional. After he received more ice time in his third 
year, Shutt became one of the highest scoring left wings in 
major league hockey. The author's point is this: if Shutt 
had received the ice time that Harris did early in his 
career he would have probably blossomed much earlier, 
perhaps in his first year. 

The justification usually given for restricting younger 
players' ice time is that they are not as accomplished with 
respect to the game's defensive aspects as veterans. This 
assumption can neither be. verified nor disproved 
empirically; however, in the opinion of many knowledgeable 
hockey men, including Bill MacFarlane, currently president 
of the W.H.A., defensive ability is more closely related to 
talent than experience. While checking may be given more 
emphasis in the professional ranks the individuals with the 
best physical ability can probably make the adjustment 


within a short period of time relatively easily. Checking is 
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after all 90% perspiration and 10% inspiration. 
E. Amateur Indicators of Professional Success 

Due to the fact that only a human being can properly 
weigh, measure and evaluate the mydriad of factors, both 
tangible and intangible, that must be taken into 
consideration when assessing an amateur player's 
professional potential the scout still provides the most 
accurate evaluation of an athlete's professional 
capabilities. Thus, although some major league hockey firms 
borrowed a page from the scouting techniques of their N.F.L. 
brethern, in that they experimented with computer-oriented 
player assessments, the vast majority of these clubs have 
almost totally rejected this approach and currently rely 
primarily on their scouting staffs.*9 The computer ratings 
were found to be less accurate than assessments by scouts 
because they could not adequately deal with the intangible 
factors that determine whether an individual is or is not a 
good professional prospect. Since these intangible factors 
are most readily apparent in the course of a game the 
greatest portion of scouting. must be done during live 
contests. However, certain statistical indicators of 
professional potential can prove useful in reducing 
evaluation errors by helping to establish minimal criteria 


for propects at different positions. 


#0 Ralph Bridgeland, "How to Scout Players...and Save Money, 
Too!", The Hockey News, Jan. 9, 1976.Two clubs used computer 
tie ins during the 1975-76 season. 


2 


) Me 
eo 


content gaa HON 

0) gee sei Lsnorascxes4 ana 
eetwpny:. fad, coped aapad wy Ke aes ary 
i tom aq0roe2 ‘Sey barehye’ sats ‘apentare oes 
ee te eae! voidiy 
| pt xoyaty’  eaetbae.2 ae duct emiearataihl > A 
a ohbeang: wa: ay eae ; : 

paokeset org au enet sen? unae kom tel 
ask B: ogezonid ‘he aad ety bat ease! dyads tay 
xAie keds ™ eouphniton® busreone ad? | 
ed niet abe ner OeD sete ps seem Enege yond eng 
avon) ban co andy  Pa° “Ya vet am) tier ee 
yiler pitass we wap coategeys aaa ; side é 
epnbekd) statogeors oi #>.adneoh’ pal ine 

é soo ad eoanuanetnn Gait a sinter pene 
| oudueonsns | “oat er oh -conrmete rae a 


pn tee s te menor: pasa gubaases ytnboed,¢ tee ae 
nth, bubba vmod ved ae eaisiee 36, naneaay) eal | 
(ee ponke anotstaanae mags" "ke vee ? sasceF tn, 
yaisaboae Bebe: wr ota ee" revatio Luanineotond 4 
inser ies jee detains oe ‘agli xt aap7Ke setgentaie 
Vue Mh Ty % Te Sporstsah wh alale hia so 


ee aes 
; : { a) viry 


'S ee, * r 7 ae ; i of 


nok: we ' pe sashes 3 


164 


These standards were established after consulting the 
available statistical data on three groups of players. The 
athletes rated as I's or IIts in each position were studied 
with respect to their physical Characteristics such as 
Pee and weight as well as their amateur scoring and 
penalty minute records. Next, the individuals who were well 
regarded, that is amongst the first thirty-six prospects 
selected during their draft year, but failed to produce at 
better than a IV level in the professional ranks were also 
examined in an effort to determine how they differed from 
the athletes who went on to become I's and II's. Finally, 
explanations were sought for the isolated occurrence of 
"Sleepers", players either chosen in a low round or not 
drafted at all, that eventually achieved I or II stature at 
the professional level. 

1. Defencemen 

The primary predictive factors associated with top 
caliber professional defencemen are their size and ability 
to move the puck. The average height of the twenty-four I 
and II caliber defencemen drafted between 1969-74 season was 
six foot one with an average weight of two hundred pounds. 
Moreover, only Dick Redmond at 178 pounds weighed less than 
190 pounds. Although he is an exceptional point man and puck 
handler he is said to have weaknesses in his own zone that 
result from his lack of size. 


Their amateur points per game were utilized as a 


oat pase dmesany saohe seas ae 
owe saketeda WoRgeetp eam aaa 
a hie je. wre aeks keeqy ioeey ab, ent moe N as 
ee a re hes Oe: csi baila aon co 
bap. \garrener, aid ame hed a) ‘ive. ies 
iow, ego one el ORR LAME oat 
2 #DReteONG eta aaee aazeh hee 
fe Guha ty @2 ind te’. iit. Po a kaa bs shady, pats 
oie azpw. TT Laionuawtorg oe ne devel Wasa 
#032 dere rtthcpeds: tod oatwsedab: of Jrohte, £5 
ehiene, a ET Bele 2°20) seuied at a: HAN: y 
to soaetapone berelows dt 78 neater 
200) 0 Beirut we * ah demon, saa q 
#6, 918 9eR2 3% liane Sa veaenn . 
es is as Wiss oo ‘ 
jae me, r ahs or otal Ne ae 
qo? ’ Hate: Imgaaoanes een ley y ic 039) 
ahaa ine oxke ahaa! | se seaateh, fe 
tL mods oe wnt at vinsox epee. 48 ide acne 
eav napa ee peat: towered Beapeah tous 2 


| “aponmegatoabaed / ava Xo heli bes iath =a ane 


eee, 


r is ‘ out Bo lf 


A i j ne od : 
s Oe Pes th ise: ‘anee ia 23. "atom: pees is lt 
i at 7" ; : : ; ft : : cw] 
: ins j i oe 


165 


measure of defencemen's ability to move the puck smoothly 
out of *their’ own, zone. The “average’*I ‘or II’) caliber 
defenceman entering Major league hockey from a Major Junior 
feeder system accumulated in excess of a point per game 
during his last season in amateur hockey with the lowest 
points per game total of .60 points per game being 
registered by John Hughes of the Cincinnati Stingers while 
Six other individuals scored between .70 and .80 points per 
game. 

After further consultation with the available 
statistics minimal criteria of 190 pounds in weight and .70 
points per game in their last year of amateur hockey were 
established for major league defence propects coming from 
the Major Junior ranks. However, Quebec Junior League 
graduates, due to the wide open style of play prevalent in 
this circuit, were required to meet a higher scoring 
criteria of 1.25 points per game. 

When these minimal standards were compared to the 
statistical characteristics of the twenty-five IV and V 
caliber defencemen selected within the first two rounds of 
the draft since 1969 it was found that twenty-one of the 
twenty-five did not meet one or more of these criteria. 
Eleven defence propects weighed under 190 pounds and 
fourteen failed to score at least .70 points per game (four 
players qualified in both categories). Three of the 


remaining four players are said to have had attitude 
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problems.*! The last individual, Wayne Fider, met the size 
and point standards but is an unknown quantity as he is now 
out of professional hockey. 

The reason why size is such a critical determinant of 
professional success for defencemen is probably that in 
order to be effective they must be able to win the puck in 
the corners and along the boards in the defensive zone and 
discourage opposition forwards from screening the goal 
tender. Obviously a bigger, stronger athlete is more capable 
of performing these functions well as he is more difficult 
to take off the puck and is better equipped for taking the 
Opposition out of the play in the prescribed manner, that is 
with his body. 

However, despite the need to have a certain amount of 
physical presence to play defence at the major league 
professional level, expertise or finess is also a 
prerequisite especially with respect to the athlete's 
ability to move the puck smoothly out of his own zone. It is 
this latter element that is probably being measured by the 
defence prospects’ amateur points totals. Either amateur 
defencemen who collect a substantial number of points are 
good at coming out of their own zone or they have the 
physical skills that allow them to learn how to come out 
properly. 
sana AN ei OE bt 
*1 Information -about players’ attitudes was garnered through 


newspaper articles and conversation with people within the 
industry. 
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2. Centers 

I and II caliber centers are on average smaller, less 
aggressive, and better scorers than other players of equal 
stature who play different positions. The average I or II 
caliber center stands just under six feet tall and weighs 
approximately 182 pounds. However, since several very fine 
centermen notably, Butch Goring, Dennis Maruk, Doug Jarvis, 
and Terry Ruskowski play extremely effectively at between 
165 and 170 pounds this weight could be more accurately 
regarded as a proper minimum size standard for this 
position. Only Robbie Ftorek, the 148 pound center of the 
Phoenix Road Runners violates this rule of thumb. 

The better professional centers were also less heavily 
penalized during their last year in the amateur feeder 
system than their counterparts on defence and the wings. 
Several top centermen such as Darryl Sittler, Gilbert 
Perrault, Wayne Merrick and Butch Goring picked up less than 
half a penalty minute a game in their last year of amateur 
hockey. Thus low penalty minutes by a center should not 
mitigate heavily against him in evaluating his professional 
potential. On the other hand several other individuals 
received one hundred or more penalty minutes in their last 
year of junior hockey. 

Virtually all top flight professional centers were 
excellent scorers in amateur hockey. In fact; Doug 
Riseborough and Peter Sullivan were the only I or II caliber 


centers entering professional hockey since the draft began 
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in its present form in 1969 to score less than a point anda 
half per game in their last seasons in the amateur feeder 
system and both had health problems in their graduating 
years. 

When the reasons why centers chosen early in the draft 
were unsuccessful at the professional level are examined a 
large percentage of the errors in evaluation are 
attributable to a few significant factors. Six of the twenty 
centers drafted within the first two rounds who failed to 
perform at least at a III level of competence in the 
professionali ranks had attitude problems and four others 
experienced health problems as professionals. Three of the 
individuals with attitude problems Gene Carr, Glen Burdon 
and Larry Wright also experienced difficulty with scoring in 
junior hockey. They scored only thirty-six, nineteen, and 
twenty-four goals respectively in their last year of junior 
where a large number of players score forty or more goals. 

3. Wingers 

Due to the Similarity of their distinguishing 
characteristics left and right wingers were grouped together 
for the purposes of analysis. Aithough the average I or II 
caliber winger stands six feet tall and weighs 185 pounds 
this should not be regarded as a minimum standard since 
several individuals of II caliber are some fifteen pounds 
lighter than the average. However, all of the athletes 
performing well at this lighter weight Dan Gare, Rick 


Middleton, Michel Bergeron, Rejean Houle and Gary Howatt are 
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exceptional skaters and scored very well in junior hockey. 
Therefore 170 pounds would appear to be a reasonable minimun 
size for a winger providing that he is exceptionally 
skillful and not easily intimidated. Naturally, an 
individual's skill level can most accurately be evaluated 
through observation during game situations by a 
knowledgeable scout. 

Wingers also have a tendency to be more heavily 
penalized than centers. Only eight of the forty I and II 
caliber wingers examined averaged less than one penalty 
minute per game in their last year of amateur hockey. Almost 
without exception the top wingers in major league hockey 
were good scorers in the amateur ranks. Of the thirty-seven 
I and II caliber wingers in major league hockey graduating 
from a Major Junior circuit since 1969 only four Bob Gainey, 
Bob Nystrom, Mike Murphy and Frank Hughes did not score at 
least a point per game in their last year of junior hockey, 
avyeragingiasJ7,9 sO), ) -92,eKand +0 points per game 
respectively. 

Forty-eight wingers selected amongst the first thirty- 
six players chosen in their draft year failed to develop 
into major league performers of at least III stature. Of 
these fourth-eight individuals, eight weighed under 170 
pounds, another eight were unaggressive, and an additional 
eight players had attitude problems. Four other athletes 
John Rogers, Brent Leavins, Brian Ogilve, and Henry Boucha 


were prevented from achieving their full potential by health 
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problems. 

Moreover, six of the nine Quebec League wingers drafted 
within the first two rounds have failed to perform at better 
than a IV level of prowess which leads one to believe that 
the style of play in the league might mitigate a successful 
transition to major league hockey. *2 

4, Sleepers 

Sleepers in this analysis are defined as those players 
who were not highly regarded prospects in their draft year, 
that is were selected fifty-fifth or later in the draft or 
were free agents, but went on to become I or II caliber 
professional hockey players. The vast majority of sleepers 
met the aforementioned minimum physical and scoring 
standards for their positions but spent their draft years 
playing in leagues that were not highly regarded as 
producers of major league talent at that time. In all, five 
sleepers were of I caliber and seventeen were II's. Of the 
five I's one was Dennis Sobchuk, an extremely well regarded 
prospect who had signed as an underage junior with the 
W.H.A. while three other Sleepers (Anders Hedberg, Borje 
Salming, and Uif Nilsson) were European players who became 
eligible for the draft prior to the first Russian-Canada 
series; an event that was to force scouts to reevaluate 


Europe as a producer of major league talent. The other 


*2 One round of the draft is defined as eighteen draft 
positions. Therefore round one consists of draft positions 
1-18, round two draft positions 19-36 and so on. 
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sleeper of I caliber was Peter McNabb an American college 
hockey player who was probably selected later partialiy 
because it was questionable as to whether or not he would be 
immediately available. 

A similar pattern emerges with regards to the seventeen 
sleepers of II quality. Again two of these individuals Dan 
Labretten and Willy Lindstrom are Europeans. Jacques lLocas, 
another highly rated prospect, was drafted later because he 
had signed with the W.H.A.. An additional four players Bill 
Nyrop, Al MacAdam, Orest Kindrachuk, and Robbie Ftorek came 
from American and Canadian colleges when they were not 
heavily scouted. Don Saleski, the Philadelphia Flyer right 
wing, although drafted from Tier II hockey, not exactly a 
hot bed of major league talent, was still taken in the 
fourth round. Three other players Terry Ruskowski, Mike 
Rogers, and Gary lLariviere were also chosen within the 
fourth round. Two of the seventeen II type players, Gilles 
Meloche and Billy Smith, dere goaltenders that came from the 
Quebec Junior League where it is extremely difficult to 
evaluate goaltenders because of the loose defensive play 
prevalent in the circuit. 

The same type of pattern holds true for the twenty- 
seven sleepers of III quality. Six of these players were 
drafted from colleges, five were goalies, four came from the 
European feeder system while three graduated from Tier If 
clubs and eleven were major junior graduates. 


The probability of being able to select sleepers may he 
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decreasing as the N.H.L. further rationalizes its scouting 
System. Europe and the colleges are no longer lightly 
regarded as sources of major league talent. In fact, the 
fifth player selected in the 1976 NHL. draft, Bjorn 
Johonsson, is European as were seven other hockey players 
drafted in 1976. Moreover, the N.H.L. in 1975 established a 
scouting combine, the Central Scouting Service (C.S.S.), 
modeled after the very effective scouting services employed 
by National Football League clubs. The C.S.S. employs nine 
full time scouts who evaluate all of the draftable players 
on the Major Junior, college and Tier Two hockey hockey 
teams in both the United States and Canada. This information 
is then passed on to the individual N.H.L. teams. The C.S.S. 
is utilized as a screening device by most teams which 
enables them to isolate the better prospects and have their 
own scouting staffs concentrate on them. However, it is 
quite possible that this scouting combine will also pick up 
many of the individuals who might have previously slipped by 


virtually unnoticed by most clubs and become sleepers. 
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CHAPTER IV 


I. Prerequisites to Success In the Major 
League Hockey Industry 

The four elements critical to the long run viability of 
a successful major league hockey franchise situated in an 
imperfect market are: an adequate hockey market, a facility 
of major league quality, sufficient financial resources to 
absorb large losses in the short run, and lastly an 
organization capable of assembling, maintaining and 
marketing a legitimate contender in the long run. 

Without each of these elements a major league hockey 
franchise is a poor long run business proposition while on 
the other hand if they are present in conjunction with one 
another the business is extremely lucrative. Thus there are 
wide divergences in the profitability of the various 
franchises. On one end of the spectrum four N.H.L. teams 
Cleveland, Colorado, Detroit and Washington anticipate 
losses of $1 million or more on the 1976-77 season while at 
least five teams, Montreal, Buffalo, Philadelphia, Toronto, 
and the New York Rangers are all expected to generate net 
revenues in excess of $2 million. Each of the factors 
crucial to success will be discussed in more detail with 
particular emphasis given to the most complex element, the 
development of a successful ma jOr league hockey 


organization. 
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A. An Adequate Hockey Market 

An adequate hockey market is defined as one that will 
utilize a major league hockey firm's full seating capacity 
at a relatively high average price per seat when the team is 
of championship caliber and will support the club well 
enough to at least allow it to approach its break-even point 
when the team is of average quality. Only hockey firms 
situated in perfect markets can expect to remain profitable 
when their team is of poor quality. Moreover, due to the 
high fixed cost nature of the industry the market must be of 
adequate quality immediately. Any attempt to develop an 
adequate market over a long run period of time of perhaps 
ten to fifteen years is prohibitively expensive under the 
financial conditions that presently exist within the 
industry as firms located in such markets lose between $.5- 
2-5 million dollars annually. Thus a firm attempting to 
develop an adequate market over a ten year period could 
conservatively expect to lose $5 million in addition to the 
franchise's purchase price with little assurance that it is 


possible to develop such a market. 


Be A Major League Facility 

Since some hockey matches have more utility attached to 
them than others (for numerous reasons such as the presence 
of a star player or a strong rivairy between the teams), 4 
large seating capacity is also vital to firms experiencing 


low or moderate demand for their product. Firms in this 
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situation rely heavily on the profits made from dates with 
the better drawing visiting teams to ameliorate the losses 
incurred when the opposition is less attractive. A 15,000 
seat facility is currently regarded as the minimum size 
required to provide a significant return on investment. 
Several W.H.A. clubs such as Winnipeg, Quebec and New 
England which are not as profit oriented because they are 
either community owned or are operated by firms Or 
individuals out of more of a sense of community involvement 
are presently subsisting in arenas with under 11,000 seats. 
However these firms are also making plans to upgrade their 
facilities.! 

Access to a modern, comfortable arena with at least 
15,000 seats is absolutely vital to a major league hockey 
firm's long run viability. The size of the arena to a large 
extent provides an effective constraint on the firm's 
profitability since there are finite limits to the number of 
games that can be played as well as on the magnitude of 
ticket prices. For example, if a major league hockey firm 
operating on a $3.6 million budget charges an average price 
per seat of $7.50 it must average 12,000 fans per game to 
break-even on in-person attendance revenues generated during 
the forty home game regular season. If the club is 
experiencing high demand for its product and can utilize all 


of its available seating capacity its in-person attendance 


1 Reyn Davis, Winnipeg Free Press, March 12, 1976, page 18. 
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revenue generating potential for the regular season is only 
$4.5 million if it has a 15,000 seat facility as compared to 
$5.1 million if its arena seats 17,000 people. 

To the extent that it represents the hockey contest's 
package, the arena is an important part of the total product 
being sold by a major league hockey firm and consequently 
can have a significant effect on attendance. This is 
especially true in market areas experiencing low or moderate 
demand for hockey as firms in these regions rely heavily on 
the walk-in gate. Deficiencies in the arena's comfort, 
accessibility or management which lower the utility of a 
hockey contest have a greater effect on attendance in these 
markets because consumers are not strongly motivated to 
attend. For example, although the Detroit Red Wing's 
attendance decline in recent years can largely be attributed 
to the team's poor on ice performance the fact that the Red 
Wings facility, The Olympia, is located in a ghetto area 
also tends to discourage attendance.2 Similarily, the 
W.H.A.'sS Cleveland Crusaders were forced to Shift their 
operations to St. Paul at the conclusion of the 1975-76 
schedule despite the fact that they were reasonably 
competitive and operated out of one of the world's truly 
outstanding hockey facilities, the Cleveland Coliseum, which 


features amongst other things 18,000 seats for hockey, on 


Globe and Mail, Oct. 30, 1976, page 50. 
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site color television screens, and a restaurant for season 
ticket subscribers.3 Unfortunately despite the magnificence 
of the structure itself the Coliseum is located some twenty- 
five miles outside of Cleveland and has serious parking 
problems that undoubtedly contributed to the low 
attendance.* The San Diego Mariners of the W.H.A. have 
recently also complained that poor management and lack of 
proper maintenance in their arena is adversely effecting 


attendance.S 


C. Sufficient Financial Resources 

Major league hockey firms situated in imperfect but 
adequate markets that possess teams of poor caliber must 
have sufficient financial resources to absorb heavy losses 
until such time that they can assemble a more competitive 
product. Moreover, even teams that show a net profit at the 
end of the season often run into cash flow problems in the 
course of the season because the heaviest fixed costs are 
absorbed at the commencement of the season while revenues 
are generated over a longer period of time. 

Expansion franchises are particularly susceptible to 


financial difficulties in their first few seasons as not 


3 "New Cleveland Coliseum Set to Handle 18,000 Hockey Fans", 
The Hockey News, Nov. 1, 1974, page 28. 

* Wayne Overland, “Give Me Russia Before Cleveland!", The 
Hockey Digest, April 1975, page 92. 

S Doug McConnel, “Kroc Threatens to Shift Mariners Out 
Unless Stadium Manager is Removed!", The Hockey News, Dec. 
22, 1976, page 22. 
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only do they invariably have uncompetitive squads because 
few top quality athletes are made available to them via the 
expansion draft, but these new firms also labour under 
substantial long term debt in the form of their arena 
construction costs (if they own their own facility) and 
franchise fee. The N.H.L. and W.H.A. charge $6 million and 
$1.6 million respectively for franchises while a top flight 


facility costs approximately $15 million.®6 


D. Development of an Organization Capable of 

Perpetuating Legitmate Contender Status in the 

Long Run 

As has been previously demonstrated the profitability 

of major league hockey firms located in imperfect markets is 
closely related to in-person attendance and in-person 
auxiliarly attendance revenues which are in turn heavily 
dependent on sires competiveness of the team. Furthermore, 
high demand for major league hockey panbeaae (capacity 
attendances in conjunction with high ticket prices) does not 
apparently exist in imperfect markets until the home team is 
regarded as being a strong contender for the league 
championship. Even in perfect markets profits are not 
maximized until legitimate contender status is achieved 


since legitimate contenders normally earn substantially 


6 Alan Richman, “Total Insanity in the Sports World", The 
Montreal Star, March 12, 1976, page B-2. 
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greater playoff revenues than non contenders. Moreover, a 
major league hockey firm. with a championship caliber team is 
in a much stronger bargaining position with respect to the 
negotiation of local television contracts because demand for 
its product is higher. Chicago, once second only to Boston 
amongst the American based N.H.L. clubs with regards to the 
humber of its games televised locally, has been unable to 
negotiate a new television contract as their games’ patcisee 
have dropped since the club has fallen out of real 
championship contention.? 

Assuming that the primary goal of a major league hockey 
firm's ownership is profit maximization possession of any 
caliber of team less than a legitimate contender ileads to 
suboptimization. Indeed, even if profits are a secondary 
objective and psychic satisfaction is the primary goal as 
Many owners claim when financial questions are directed 
towards them, they cannot optimize psychic satisfaction 
either until they establish a championship contender. 

Thus development of a legitimate contender is essential 
in order for a major League hockey firm's ownership to 
attain its objectives whether they are oriented more towards 
profit maximization or psychic satifaction. Consequently, 
the final prerequisite to the successful operation of a 
7 Bob Verdi, “Hawks TV Package In Danger As Costs Soar While 
Club Dips", The Hockey News, Jan 24, 1975, page 6. 


Bob Verdi, “Fan Drop Worries Clarke", The Hockey News, Dec. 
10, 1976, page 10. 
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major league hockey franchise is the development of an 
organization that is capable of assembling and maintaining a 
team of legitimate contender caliber in the long run. 

In theory if every firm within a league possessed 
equally astute management in conjunction with an adequate 
facility and market, competition within the circuit might be 
equalized to the extent that every club would be a 
legitimate contender. However, for two reasons thie has 
never happened in the past and is unlikely to occur in the 
future. 

: First, all markets are not equal in that at least four 
W.H.A. firms Houston, San Diego, Phoenix and Minnesota 
(located in St. Paul) and two N.H.L. clubs Cleveland and 
Denver are situated in inadequate markets. The only hope 
these teams have of remaining viable is to cut their 
operating costs to a minimum in order to reduce their losses 
and ride out the storm until such time that the market does 
develop into an adequate one through exposure to the game. 
Unfortunately, firms in this situation are unable to develop 
any great degree of relative product differentiation or fan 
appeal because they are unable to afford superior players.& 

Second, and more importantly there is a wide disparity 
between clubs with respect to the quantity and quality of 


the human resources employed within each organization. In 


8 Doug McConnel, "Phoenix Drops Ice Stars to Keep Hockey 
Alive", The Hockey News, Oct. 29, 1976, page 27. 
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practice people's aptitude for evaluating talent and 
establishing organizations does vary markedly between 
individuals. Or as Punch Imlach the astute general manager 
of the Buffalo Sabres once put it, "If you gave everybody in 
the Maple Leaf Gardens $1,000, locked the doors, and came 
back in six months, a dozen people would have all the 
money." Imlach went on to note that if the experiment was 
repeated the same dozen people would become rich and the 
others penniless.® Thus even when the N.H-L.~ had only six 
clubs and all six had strong enough markets to fill their 
arenas, some firms (Montreal, Toronto and Detroit) were far 
more successfull both artistically and financially than 


others (the New York Rangers and Boston Bruins). 


9 Wayne Overland, "The Rich Get Richer, Poor Get Poorer", 
Edmonton Journal, Dec. 24, 1975. 
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II. Critical Functions of a Major League Hockey Organization 

Five critical functions must be performed by its 
organization if a hockey firm is to be successful in the 
long run. It must be able to evaluate talent, develop and 
optimize the skills of the athletes under contract to the 
Organization, market i cmon duce and maintain equity within 


itself. 


A. Evaluation of Talent 

The successful evaluation of playing talent is heavily 
dependent on the quality and quantity of the human resources 
at the organization's disposal. A scouting report is only as 
good as the man who wrote it. However, it is often useful to 
utilize syneregy in making a decision on a particular 
player, by acquiring a diversity of knowledgeable opinions 
on his capabilities in order to isolate areas of conflict 
that can later be reevaluated more thoroughly and lead to a 
more accurate appraisal of his strengths and weaknesses. 
Since talent evaluation is concerned with assessing the 
ability of players in the amateur feeder systems and on 
other professional teams, as well as those individuals 
already under contract to the parent club, delegation of 
responsibility is essential with regards to this function 
because sheer physical distance precludes any one individual 
from being able to exercise tight control over it by 


scouting all professional and amateur leagues. 
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1. Evaluation of Player Inputs Under Contract 
to the Parent Club 

The evaluation of playing talent on a firm's major and 
minor league rosters is generally performed by the coaches 
of the respective teams in conjuction with the general 
manager and the director of player personnel. The primary 
purpose behind periodic assessment of the players under 
contract is that it pinpoints positions where improvement is 
required, thereby facilitating long run planning with 
respect to player acquisition priorities. In addition, 
accurate early assessment of its players' capabilities 
allows a team to optimize their salvage value if they are 
found to be wanting in some vital area of expertise. For 
instance, the Montreal Canadiens selected Dave Gardner 
eighth overall in the 1972 draft but after deciding that he 
couid not help their club sufficiently to warrant retaining 
his services traded him to St. Louis during the 1973-74 
season for a 1974 first round draft choice which became Doug 
Riseborough, currently a regular on the Canadiens roster.19 
On the other hand, incorrect evaluation of the player inputs 
within the organization can have a disastrous effect on 4a 
club‘s long run competitiveness. For instance, the Boston 
Bruins at one time had such top flight hockey players as: 
Rick MacLeish, Jim Lorentz, Reg Leach, Chris Oddlieffson, 


Richard Leduc, Ivan Boldriev and Dan Bouchard in their 


- Guide, page 368. 
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Organization, but either traded then away or lost them in 
the expansion draft. Similarly, the New York Rangers traded 
away: Mike Murphy, Bob MacMillan, Andre Dupont, Don Luce and 
Ton Williams before providing them with an adequate 


Opportunity to establish their credentials. 


2. Evaluation of Other Professional Clubs 
Player Inputs 

Evaluation of the playing talent on other major and 
minor league rosters is absolutely essential if significant 
gains in a club's supply of talent are to be made via the 
trade route. Unless another firm is either attempting to 
reduce overhead by trading players with large contracts or 
is unloading individuals that it considers to be discipline 
problems; the only way to gain a substantial advantage in a 
trade is to introduce a greater degree of uncertainty into 
the transaction by trading for athletes that for one reason 
or another have not yet attained their full level of 
professional maturity. Only good scouting can reduce the 
uncertainty involved in this type of transaction to the 
point where it becomes acceptable. 

The other purpose in scouting the opposing clubs 
extensively is to aid the major league coach in devising 
strategies that will provide his team with a competitive 
advantage. The eighty game regular season schedule is now 
spread over seven months of the year and it is not uncommon 


for two teams to not play one another for over a month. The 
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major league coach must be kept abreast of any new 
developments with respect to the other club that may have 
occurred in the interim such as new line combinations or 
changes in its offensive or defensive systems. Information 
on these items will enable the major league coach to adjust 


his game plan accordingly. 


3. Evaluation of Talent in the Amateur 
Feeder Systen 

Major league hockey firms devote more company resources 
towards the scouting of amateur hockey players than any 
Other type of player evaluation. The N.H.L. operated Central 
Scouting Service costs the league $375,000 annually while 
Many teams also invest an additional $200,000 on their own 
scouting networks.!1i The amateur feeder systems are given a 
high priority with regards to evaluation of their player 
outputs because they are the best source of high quality 
talent. 

As has been previously noted in the section on player 
acquisition techniques, relatively few top guality players 
are ever traded without something of approximately equal 
value being received in exchange, making it difficult to get 
ahead on a player transaction. In addition, only a limited 


number of athletes in each league become free agents every 


11 "Scouts Lose Jobs", The Hockey News, Dec. 19, 1975, page 
2. 


veg San S00) ode gin ry 
ven Yiu rane dake beat ‘oad oP dooaene 
» sevkseabeoens seb: mB psc Rae hie 

oleae tat enadaype svbagean so vuitton 
raut he 6% daeed weeny t sotie nn a 


he 
ee iis anP ea 


: divtenk ahd ae tense eo me 

Semele wet qoeanes s¥oR 670¥eb aenlt sonnet aegis 

vas spay, regets. qesonn =tpesnie | eh oedasone | edt be 
Lsxeamn taseteye as eae <n ouirbne yst 36" a 
pitdie @eieenap 090 QFL8 cat 0 aston sonia 
evo e8oer ab noo 00s inaoreigiy aeoveawink eoks 
é nee he one, amare, roben’- amedisan eae gaia 
‘eye eee IO: wert tive! 1086 
7RTeye pba +e: sence Ym wits’ tial 


7 a fs 


29% ate a aan hot sah ‘al’ bors hak Caeeae Seer eet sete a 
uaeyals be wpa bring" ‘hod at ¢ferrhalea’ i tania notviatusea. 
coupe, rae hk a Rie cok se abe "pel kw. hebaty gove Oa ay 
dap oe buck ake at pak tae Peat? e hev tenes ‘aie saher = 
ibis fend) head) no’ cnr a a2 jae hrreenom ae Yelh-a uo) beep 
eo wiiour On) eae anyest ives at ghr574+ 2 ‘do setae 


or a 1 
u - 


a is ‘ , a 1 


wed vate a Tost mee erie uP ede ‘aud #42024" a 
ror i rei od 7 4 (= * i . ual 


186 


year and a firm must have the negotiation rights to these 
individuals before it may enter into a contractural 
relationship with them according to the by-laws of both the 
WeHeAe and NHL... Moreover, since North American 
professional clubs are also now more aware of Europe as a 
talent source and draft the best young prospects from 
Sweden, Finland and West Germany it is difficult to develop 
a competitive advantage in this region. Thus the member 
firms of hockey's two cartels are forced to work primarily 
through the draft with respect to increasing the 
competitiveness of their hockey teams. The following 
analysis will attempt to describe how the draft can best be 


utilized in developing a legitimate contender. 


(i). Number of Scouts Required 

Due to geographical distance as well as time 
constraints, scouting staffs must be split amongst the 
various feeder systems in order to do a thorough job of 
player evaluation. The productivity of each feeder system 
and where it fits into the firm's drafting strategy has to 
be considered when the decision is made as to how many full 
time scouts should be assigned to each feeder systen. 

(a) The Major Junior Leagues 
Major Junior A hockey is unquestionably the primary 


source of top flight major league hockey players, as has 
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been demonstrated in the draft analysis section.!2 
Consequently, the primary impetus of a major league hockey 
firm's amateur scouting should be directed at these feeder 
systems. 

At the present time there are thirty-four Major Junior 
A teams, ten in the Quebec League and twelve each in the 
O.H.A. and WeC.H.-Le. On average a half dozen players on 
every team are of draftable age in any given year. Thus the 
scouting staff is reponsible for evaluating the professional 
potential of slightly over two hundred prospects from these 
feeder systems annually. However, this task is made easier 
by the fact that a large percentage of the players reaching 
draft age lack professional potential and can be quickly 
dismissed as potential pros. Scouts can easily further 
reduce the set of individuals with professional potential 
down to approximately forty athletes in both the O.H.A. and 
another forty in ther WoC. HL owweh little mtfear of 
Overlooking anyone. The number of professional prospects 
from the Quebec League is invariably even smaller as it 
lacks the depth of either the 0O.H.A. or W.C.H.L., there 
rarely being more than ten hockey players from this circuit 
worthy of even cursory consideration. 

Each of the better Junior A clubs should be observed at 


least fifteen times to ensure that the athletes are 


<a 


12 Supra. pages 122-134. 
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evaluated under as many dererent conditions as possible.13 
Assuming that eight teams in the 0.H.A. and the same number 
in the W.C.H.L. have enough prospects on them every year to 
Warrant this amount of attention one hundred and twenty 
games would have to be observed +o cover these clubs 
adequately. In addition the clubs with less talented 
prospects would also have to be scouted at least five times 
each. Thus in order to do a thorough analysis one hundred 
and sixty hockey games per year must be observed in both the 
O.H.-A. and W.C.H.L.. Due to the smaller number of top 
Frospects in the circuit considerably fewer Quebec League 
games would have to be observed, thirty or forty games being 
enough to cover the circuit in depth. 

The Major Junior A hockey schedule commences in the 
last week of September and including playoffs lasts until 
May, a period of some thirty weeks.1* A diligent full time 
scout should be able to take in at least six games a week 
over the course of the season. Consequently, one full time 
scout in the O.H.A. and another in the W.C.H.L. working in 
conjunction with the director of player personnel and a part 
time scout in the Quebec League should be able to do a 
thorough job of scouting the Junior A circuits. The part 
time Quebec League scout would screen the best prospects for 
the director of player personnel and the O.H.A. scout to 


13 Personal interview with Ron Caron, Assistant General 
Manager and Chief Scout, Montreal Canadiens, Nov. 18, 1975. 
14 1976-77 W.CeHeL. Guide, pages 195-200. 
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observe. 
(b) The American Colleges 

While they do not yield the breadth and depth of talent 
of the Canadian Major Junior A circuits, the American 
colleges cannot be lightly disregarded as sources of major 
league talent. The six drafts between 1969 and 1974 yielded 
five American college players who became professionals of I 
Or II stature and eleven of III caliber.!5 Moreover, these 
players are often still available in the later rounds of the 
draft. All five of the I and II caliber hockey players 
entering the professional ranks from the American Colleges 
were taken in the fourth round of the N.H.L. draft or later. 

Although one hundred and sixty American colleges now 
compete in hockey, the vast majority of the professional 
talent comes from the ten colleges comprising the Western 
Collegiate Hockey Association (W.C.H.A.).1© Four of the five 
I and II caliber and ten of the eleven III caliber 
professional hockey players coming from American colleges 
played in this ten team league. The other American 
collegiate league that has developed some good professionals 
is the seventeen team Eastern Collegiate Athletic Conference 
(E.C.H.Ae). However, if scouting resources are to be 
optimally allocated emphasis must be placed on scouting the 


W.C.H.Aw due to its superior record with respect to the 


1S Supra. page 129. 
16 J. Greenfield, "The Iceman Arriveth: Hockey is the Game 
of the 70's", Esquire, Oct. 74, page 160. 
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development of professional caliber hockey players. 
Consequently, one full time scout operating primarily out of 
the W.C.H.A. with assistance from a part time scout in the 
EeCeHeA to screen that league should be able to effectively 
cover the American colleges. N.H.L. clubs can also utilize 
the services of the C.S.S. in screening other American 
colleges for potential prospects. 
(c) European Scouting 

The evidence presented on page 128 of this text dealing 
with the potential of the Burovean hockey leagues as sources 
of professional hockey players indicates that these feeder 
systems have in the past been under emphasized. They have 
produced more top quality talent than some other more 
heavily scouted leagues, notably the Quebec junior 
circuit.17 However, due to the fact that the acquisition 
costs associated with signing European players are higher 
than those of North American players, Europeans must be of 
higher caliber (at least II's) to make their signing 
worthwhile. Any major league hockey firm signing a European 
hockey player is required to pay the Ice Hockey Federation 
in the athlete's native land $40,000 in compensation monies. 
Nevertheless the supply of top quality players (three of I 
caliber) coming out of the European feeder system has been 
large enough to warrant further resources being expended in 


this area. Furthermore, the fact that quality European 


17 Supra. pages 129-30. 
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athletes are still available in the later rounds of the 
draft would appear to justify the hiring of a fuli time 
European scout. 
(d) Tier II and Senior Circuits 

Since Tier II and Senior Hockey have produced only 
three players of I or II caliber in the six drafts between 
1969 and 1974 , employing a full time scout to evaluate 
these feeder systems would probably constitute a waste of 
company Pe enrcestnis omen these sources of talent can 
probably still be adequately covered by N.H.L. clubs through 
utilization of the C.S.S. as a screening device. W.H.A. 
firms, who do not have access to the information supplied by 
the C.S.S., could most efficiently employ part time scouts 
to do their screening and isolate the best products. 

(e) Scouting System Personnel Requirements 

Thus in order to do a truly thorough job of scouting 
the amateur feeder systems a major league hockey firm 
requires a director of player personnel to oversee the 
scouting operation as well as two full time scouts and one 
part time to cover the Major Junior A Leagues, one full time 
and a part time scout to evaluate the American colleges and 
one full time European scout. Canadian University hockey can 
be covered by the Major Junior scouting staff. If the major 
league hockey firm does not have access to C.S.S. reports it 


might also require the services of one or two additional 


18 Supra. pages 122-130. 
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scouts on a part time basis. 

The fact that in player evaluation the quality of the 
scouting reports and not their quantity is the critical 
factor should not be lost in this discussion of the 
personnel requirements of an effective scouting systen. 
Without a capable, qualified and diligent staff no scouting 
system can be effective. 

(ii). Scouting Philosophy 

The amount of talent possessed by an individual athlete 
is determined by two factors; his physical ability and his 
attitude. Physical ability refers to the athlete's 
possession of sufficient desirable physical traits such as 
size, strength, durability, speed and overall skill to 
enable him to perform at a high level of competence, while 
attitude is defined as the degree to which the athlete is 
self motivated to utilize his physical ability to the 
greatest extent possible. Any evaluation of an amateur 
hockey. player's professional potential of necessity must 
commence with his physical ability; without being relatively 
well endowed with desirable physical attributes he is 
unlikely to become more than a marginal professional player 
regardless of how much desire he possesses. On the other 
hand, individuals with physical ability but lacking the 
proper attitude are also doomed to failure in the 
professional ranks because the two must be present in 
conjunction with one another. However, physical ability has 


to take precedence over attitude in reducing the set of 
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amateur prospects to workable numbers. Attitude should then 
come into play in further reducing this set to those 
individuals who have demonstrated that they possess a 
sufficient amount of both ingredients. 

A large proportion of the IV's and V's selected in the 
N.H.L. draft's first two rounds have had their failure to 
succeed in the major leagues attributed more towards their 
attitude than their lack of physical ability, but on the 
other hand the vast majority of the I, II and III stature 
players are chosen within the first three rounds of the 
N.H.L. draft.19 Thus it appears that the professional scouts 
experience relatively little difficulty in isolating the top 
fifty or sixty professional prospects according to their 
physical ability but have been less successful in reducing 
errors in evaluation that occur as a result of psychological 
factors. This fact underlines the importance of acquiring as 
complete a picture as possible with respect to a player's 
personality, goals, attitudes, aspirations and life style as 
well as his skill level on the ice. 

To the extent that some players have prejudices with 
regards to the league or type of team with which they would 
prefer to enter into a contractural agreement their 
availability has to be examined as well as their attitude 
and ability. For example, Tom Lysiak was widely regarded as 


second only to Denis Potvin as a professional prospect in 


19 Supra. pages 134-42. 
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the 1973 draft and the then Stanley Cup champion Montreal 
Canadiens owned the second choice in the draft. Lysiak let 
it be known that he did not wish to sign with a league 
powerhouse as he wanted an opportunity to play in the major 
leagues immediately and flatly stated that he would sign 
with a W.H.A. club if drafted by Montreal. Consequently, 
Montreal traded his rights to Atlanta.20 Seagilavigs as a 
result of the mystique it has built up over the years 
through decades of tradition and Hockey Night in Canada 
broadcasts many Canadian junior players have a strong 
preference for the N.H.L. over the W.H.A. to the point that 
they reject more lucrative W.H.A. offers to sign with N.H.L. 


firms.?! 


(iii). Development of Efficiency within the 
Scouting System 
The crucial factor in developing an efficient scouting 
system; that) is’ sonei;that Shas *a ‘high success rate and 
relatively low failure rate within the first three rounds of 
the draft, and is able to select the occasional II or IIift 


caliber player in the draftts later rounds, is the quality 


20 Hal Bock, "How Hockeys Godfather Keeps the Canadiens on 
Top", Hockey Sports Stars of 1974, pages 18-19. 

21 Jack McCarthy, “Savard Inks Boston Contract", The Hockey 
News, July 1973, page 18. 

Tony Petrella, “Lysiak Admits N.H.L. Strange ", The Hockey 
News, July 1973, page 15. 

Harry Klaff, “Islanders Shell Out $500,000 to Sign Denis 
Potvin", The Hockey News, July 1973, page 14. 
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of the resource people performing the player evaluation 
function. However, formulation of a drafting strategy based 
on a probabilistic understanding of the player market has 
the potential to assist these persons in making optimal use 
of the firm's draft choices. 

Standards for each position with respect to size, skill 
level, aggressiveness and feeder system should be developed 
and used as guides to the assessment of professional 
potential. It is pointless to insist on dogmatically rigid 
standards as the real art of scouting involves detecting the 
exceptions to the rule, those individuals that defy the 
standards to become fine professionals. However, the 
adoption of standards provides a means of comparison that 
can assist the scouting staff in determining whether or not 
strength in one part of a hockey player's game can 
compensate for weaknesses in another area. If the scouting 
staff is more aware that a well regarded prospect violates 
the standard it will perhaps tend to more closely examine 


him and thereby further reduce errors in player evaluation. 


(iv). Suggested Drafting Guidelines 
(a)- Size and Amateur Scoring Indicators 
Defencemen - Defencemen should be approximately six feet or 
more in height, weigh at least one hundred and ninety pounds 
and have accumulated at least .70 points per game in their 


last year of Major Junior A hockey if they have seen regular 


service. 
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Centers - The minimal acceptable size for a center prospect 
is one hundred and sixty-five pounds. In addition prospects 
should be exceptionally skillful, scoring at approximately a 
point and a half per game pace in their last year of amateur 
hockey. 

Wingers - The minimal size for an amateur wing prospect is 
approximately one hundred and seventy pounds if he is a good 
amateur scorer, but higher (one hundred and eighty pounds or 
more) if he is a less skillful individuai relying more on 
toughness and determination.In addition, a prospect from a 
Major Junior feeder system should score at least .80 points 
per game if he has been playing regularly. 

Goaltenders - There are no discernable physical standards 
for goaltenders as the position does not require size or 
strength as much as it does quickness, instant reflexes, 
anticipation and knowledge of the angles. Top goaltenders 
consequently come in all sizes from Rogatien Vachon (5'7", 


160 pounds) to Ken Dryden (6°4", 210 pounds). 


(b). Feeder Systems 
Draft Selection Positions 1-36 
The first few rounds of the draft, unless there is a 
truly outstanding prospect in another feeder system, should 
be utilized to select Major Junior A graduates. Not only do 
they usually possess the most talent but they make the 
smoothest transition to the professional ranks, requiring 


less adjustment time than individuals from other feeder 
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systems as they are already accustomed to a professional 
style of play. However, only the cream of the Quebec junior 
graduates should be chosen as the league appears to lack a 
depth of talent. Moreover, in particular defencemen from 
this circuit, should generally be avoided as the probability 
of their developing into quality professional players is 
extremely low. 

The third and fourth rounds of the draft should be 
utilized to select the better prospects not yet chosen from 
the Major Junior A ranks and the more accomplished college 
players from the Canadian and American colleges. Particular 
attention should be given to drafting goaltenders on these 
rounds as they are more difficult to evaluate. 
ns 73 to the Conclusion of the Draft 


Draft Selection Positions 

Due to the relative ease with which a hockey player's 
physical ability can be evaluated, few individuals of II or 
better caliber emerge from the draft's later rounds. Where 
later round draft choices do develop into competent 
professional hockey players the evaluation of their physical 
ability as amateurs was most often clouded by extenuating 
circumstances. FOG example Orest Kindrachuk, the 
Philadelphia Flyers center, was not drafted at all but is a 
II caliber professional hockey player. Kindrachuk did not 
play Major Junior hockey during his draft year as a result 
of a personality conflict with his coach, playing collegiate 


hockey at the University of Saskatchewan instead which was 


sqeiaes totG ay ° este hin 3 
ent oeceug eat. 29 rewen orb? tiie! “yaareean 4 

6 Fowl) 03 ai seqgs: aun met: + Oh | 26 eoncita oA | 
guzyt cewevaeteh taiwosarwey: Gk . preroR aed att ; mii Ye 
reke datos ga? SA vehtove we rtLewosnp nanos: + ‘0 ta: 
2: reyate iaqanenedorg. Gea cap anal 


Le i i variel mts , 


oct biunAs stax ads 36 abanes ° aeauer intel bones 
pout 2 nonodes ak tom steaqeogg, gerted eee sisiten oe 
~o9 Liow hedakiqapens anten eat! bow akakel & tobewt ” 
saline Paet Lespelies memigoek: haw ansbeacy-obe aoa 
aaed? va ele tues sop poi shards oh: BFE Y a “pivots « 

eee e+ Ske e208 os wie 
Pir ec ee ee a0 wodenAUaeD mit: ou ES pacascent 4 
“a'degelg,. yoda ‘¢ Agkaw, Aone sane he ak aad Ot vt i 
to Fe 2G, alae aedipnd: ¥or ube ruutaoy ed deo eta: By as 
pieuy -Ebew os resks ‘nt rnae day aot spies anak tes 7 red, 
Saedeqehs 1 HBs. qniereh ob Leshemebats PRESS favors tent 
noke (ipeazatts 29% not raaione wild agonal te820d ienoteasiag 


: 7 aa i i 


ak | “40 bebwo ts, eri8 Pood) mam eawagemn SF. ystthdis 
oA?) “qltuane bark, \ pasate (olden. 20¢ eonussanusatsy i 
| miki Lt sa" ton tnant ton ea eanaIe ‘cu eelD ehdqdengtid? 
ton F pevect bunk pene ada, peabod Langa sowbwre 20 Lise ur 
lee ae ed vent, ats farina qomge aokurt ser a¥ wale a 
aantenaton’ Bettany, A oeeR vee... Mae Sai fT nO exhiatineses Ps) $6." 


Ban. Voids tevremt: aawongentans Bonesigoey ee ete 1>4906 | 


i 
£ 4 7 5 

F : ; 
oi r i \ 


198 


not as heavily scouted at that time. Similarly, Peter 
Sullivan and Gary Howatt were bypassed until later in the 
draft due to health problems. Sullivan had a rare disease 
that sapped his strength in his draft year while Howatt is a 
diabetic. 

Thus those individuals who are drafted late and develop 
into II caliber professional hockey players do not play two 
Or more years as mediocre regulars on Tier I Junior A teams 
and then suddenly blossom into competent major league hockey 
players. Rather, they are athletes who for some reason were 
not able to demonstrate the full range of their talent prior 
to their draft year. Either they received little. ice time as 
a result of a factcr unrelated to their ability such as an 
injury or a personality conflict with their coach or they 
played in an obscure league (Tier II, college, or European 
hockey) or were goaltenders. 

Consequently, in order to select an individual later in 
the draft who becomes a solid major league professional 
performer a scout must either locate him on a team that is 
not heavily scouted, or know that the athlete for some 
reason (health, ice time) is not performing up to his full 
capabilities. Since it is extremely difficult to measure the 
physical ability of someone receiving limited ice time it 
may be wise for scouting staffs to develop tests of athletic 
ability that can be administered during practices such as 
those employed by the National Football League scouting 


combines to evaluate potential professional football 
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players. At the present time the only physical 
Characteristics of hockey players that are measured outside 
of a game situation are their heights and weights. In 
addition to possibly detecting more "sleepers" in this 
manner development of a sophisticated system of testing 
hockey players*' physical skill level could facilitate 
comparison between individuals from different feeder systems 
who are regarded as possessing nearly equal ability under 
game conditions. Moreover, these tests would enable scouts 
to more readily evaluate if certain players are either 
rapidly improving their hockey skills or have reached a 
plateau. 

In summary the probability of choosing a II or even a 
III caliber professional hockey player later than the fourth 
round of the N.H.L. draft is extremely low and the 
individuals chosen this late that have produced in the 
professional ranks have by and large been restricted from 
demonstrating their full potential during their amateur 
careers by some extenuating circumstance. Consequently, 
firms should avoid selecting mediocre amateur players who 
have had ample opportunity to demonstrate their capabilities 
in these rounds and concentrate on choosing the best 
physical specimens available regardless of where they played 
or how much ice time they received. Particular attention 
should be accorded European hockey players at this stage of 
the draft because Europe is less extensively scouted than 


the North American feeder systems. Moreover, the $40,000 fee 
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charged by the European ice hockey federations is not as 
much a problem as it first appears as the athlete can be 
left in the European feeder system to develop and prove 
himself in international competition before he is offered a 
professional contract. Goaltenders are also good players to 
select in the later stages of the draft as they are much 
more difficult to evaluate than individuals playing any 


other position. 


(hate Management's Role in Assisting Drafting 
Effectiveness 

Regardless of how rationalized a major league hockey 
firm's scouting system becomes the relative ease with which 
the best professional prospects can be delineated places 
severe limitations on its effectiveness. The probability of 
acquiring I and II caliber hockey players later than the 
first few rounds of the draft is so low that any long run 
player acquistion policy premised on the selection of 
"sleepers" in the later rounds of the draft is doomed to 
failure. 

Management, to ensure the effectiveness of a draft- 
oriented player acquisition policy, has to acquire 
additional early draft choices. Moreover, the earlier the 
draft choices the more effective the player acquisition 
policy since not only are the superior players’ selected 
earlier but uncertainty is greatly reduced by possessing 


earlier draft choices. Seventeen of the twenty-seven f['s 
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entering professional Hoekay between the 1969 and 1974 
drafts were amongst the first ten players chosen in their 
draft year.?2 Furthermore, the success rate for the first 
five players selected in the draft each year over the same 
time period is ~.700 and the failure rate only .166, 
illustrating that uncertainty is greatly reduced in the very 
early portions of the draft even though many of the +eams 
drafting early were placed in that position by their poor 
drafting efficiency.23 

The key to successful utilization of the draft 
mechanism is to rationalize the scouting system to its 
utmost and acquire additional early draft choices. 
Unfortunately, a problem arises in that not all firms 
possess an excess of talent that can bartered for draft 
selections. However, this difficulty can be overcome if 
management adopts a long run outlook oriented towards 
assembling a legitimate contender over a two or three year 
time period rather than towards short run goals such as 
winning the next few games or making the playoffs. If the 
firm is a profit maximizer located in an imperfect market, 
legitimate contender status is the goal it will logically 
strive for since profits are only maximized when the team 
becomes legitimized as a championship contender. 


Upon adopting a long run outlook management must 


22 Supra. pages 134-35. 
23 Supra. page 151. 
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critically assess the talent it has under contract and 
at ecuine which individuals fit into the firm's long run 
plans. All hockey players of III or lower caliber who are 
not upwardly mobile, that is possess the potential to reach 
I or II stature, as well those players of II or better 
caliber who are thirty years of age or more are expendable. 
The aforementioned players must then be bartered for 
additional first and second round draft choices that will, 
if the scouting function is well rationalized, materialize 
into I and II caliber players. Moreover, an efficient 
scouting: system will also yield a limited number of III and 
possibly II stature players from the later rounds of the 
draft that can also be utilized as currency in further 
transactions. Those draft choices who do not appear to be 
developing into professional players of at least II caliber, 
after a sufficiently long incubation period in which they 
have been provided with ample opportunity to attain their 
professional level of competence, should then be dealt for 
more draft choices while their salvage value is still 
relatively high. Their own club should be able to determine 
whether or not they are going to succeed before any other 
firm in the industry does, if its internal player evaluation 
function is operating properly. In addition, the veteran 
players Saepianeeante the incoming draft choices would also 
become expendable and be dealt for more draft choices. Thus 
the process becomes cyclical with draft choices constantly 


replacing veterans who are in turn exchanged for the draft 
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Choices that eventually replace the young players who 


Originally displaced the veterans. 


(a). "Trading Up" Draft Choices 

Due to “the fact that the majority of the I caliber 
players are taken extremely early in the draft, management 
should attempt to "trade up" in order to pr etueiaitsewe of 
the earliest possible draft choices. "Trading up" can best 
be illustrated by an example. Prior to the 1975 draft Keith 
Allen the Philadelphia Flyers general manager traded his own 
1975 first round draft choice as well as Don McLean, a minor 
league defenceman of limited ability, and Bill Clement a 
fourth line forward on the Flyers major league roster to the 
Washington Capitals for their first round draft choice, the 
first selection in the entire 1975 draft.2* The Flyers chose 
Mel Bridgeman, an athlete currently performing at a II level 
with the potential to achieve I stature, with Washington's 
draft choice. Thus by making this transaction Allen gave up 
a III and a IV caliber player (Clement and McLean 
respectively) and a first round draft choice to acquire an 
opportunity at an athlete of potentially I stature. It 
should be noted that the probability of the Capitals 
selecting a I caliber player with the Flyers choice (18th 
overall) was extremely low while Philadelphia was virtually 


assured of being able to select an individual of at least IT 
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stature. 

Possession of an efficient scouting system also aliows 
firms to reduce uncertainty and improve their chances of 
selecting an individual of II caliber by trading mediocre 
players selected in the draft's later rounds for higher 
draft choices. For instance, the Montreal Canadiens drafted 
Rick Wilson, a III caliber professional hockey player, 
sixty-sixth overall in the 1970 amateur draft. Wilson, after 
two years of seasoning in the minor leagues, was traded with 
Montreal's fifth choice in the 1974 draft to the St. Louis 
Blues for their fourth round choice in the same draft and 
Glen Sather, a veteran journeyman. Sather, after a year of 
service with Canadiens, was dealt to Minnesota for cash and 
the North Stars third round draft choice in 1977.25 

Once management succeeds in assembling a legitimate 
contender it can afford to become more selective with 
respect to the quality of the younger players it acquires as 
it is not uncommon for I and II caliber major league hockey 
players to perform effectively for ten to fifteen years. 
Nevertheless, management must endeavour to replace its older 
players regularly in order to maintain the team's 
championship contender status. Otherwise, key players lose 
their effectiveness at the same time making it difficuit to 
procure sufficient replacements without falling out of 


contention and losing in-person attendance revenues from 


L. Guide, pages 532, 581. 
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both regular season and playoff games. 

For example, the New York Ranger organization, by 
developing a strong farm system when the sponsorship system 
still existed, built a fine contending team that was an 
N.He.L. power in the late sixties and early seventies. 
However, the team was out of contention by the 1974-75 
season largely because the squad got older without 
replenishing itself with young legs. Moreover, this ageing 
process was accelerated by the Ranger management's policy of 
trading the better young prospects within their farm system 
for veteran players. Mike Murphy, Tom Williams, Andre 
Dupont, Syl Apps and Don Luce were all traded in this 
fashion. 26 

Obviously, if every management in major league hockey 
adopted a long run outlook the aforementioned building 
strategy could not be implemented because no one would 
relinquish their draft choices. However, a large number of 
general managers in professional hockey are oriented more 
towards short run, immediate goals than to the long run goal 
of acquiring legitimate contender status. The Los angeles 
Kings for example have retained their first round draft 
choice on only one occasion since the amateur draft began in 
its present form in 1969. The Kings selected Tim Young 
sixteenth overall in the 1975 draft and promptly traded hin 


to the Minnesota North Stars for a second round choice in 


Le Guide, pages 300, 356, 444, 483, 579. 
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the 1976 draft.2”? Furthermore, there is a strong tendency on 
the part of many managers to accept mediocre to good players 
in exchange for their high draft choices rather than risk 
the uncertainty of the drafting procedure; even though the 
degree of risk involved in drafting players particularly 
within the first round is guite acceptable if the scouting 


system is efficient. 28 
B. The Optimization and Development of Talent 


1. Optimization of Talent 

The optimization of the on ice performance of a major 
league hockey team is largely the responsibility of the 
major league coach. His duties are essentially five fold. 

First, he must institute a style of play that will 
exploit the abilities of the athletes under him to their 
utmost. For example, a coach with a squad possessing a 
number of small fast forwards would probably adopt a 
different approach to the game than one who has a bigger, 
more physical roster. 

Second, the coach needs to be a shrewd evaluator of 
talent in order to inform management as to the nature of his 
personnel requirements. Moreover, he should be constantly 
comparing the player inputs on the major league roster to 


27 1976-77 NeH»L. Guide, page 584. 
26 Supra. pages 135-39. 
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those in the development system. 

Third, an individual coaching a team that relies on the 
draft for its player inputs must possess sufficient patience 
and understanding to work with younger players and ease 
their transition into the professional ranks. Thus he 
requires the ability to teach fundamentals and communicate 
with younger athletes. 

Fourth, although hockey is a relatively simple game 
from a strategic standpoint the coach is still vital to 
success because where two teams are evenly matched with 
respect to talent his manipulation of personnel in key 
situations can tip the balance in favour of one squad or the 
other. Indeed this narrow margin of victory or defeat is 
responsible for much of the public's fascination with the 
whole spectrum of competitive athletics. 

Fifth, and probably most importantly, the coach is 
responsible for maintaining harmony amongst a group of some 
twenty people of varying interests and backgrounds over an 
eight month season. Major league hockey players spend a 
considerable amount of time in one another*s company, 
literally living together for long periods of time in the 
course of the season, as some road trips can last two or 
even three weeks. Living at close quarters such as this for 
an extended period of time can cause disagreements and 
misunderstandings that are potentially dysfunctional if not 
dealt with quickly and fairly. 


Furthermore, the incentive clauses within his Standard 
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Player Contract often constitutes a considerable portion of 
a professional athlete's Salary. Consequently, 
dissatisfaction tends to develop if some players are not 
receiving regular ice time as it effects their opportunities 
of collecting from the incentive clauses in their contracts. 
Thus the coach's distribution of ice time is also crucial to 
team harmony as it must be done without affecting overall 


team performance in a negative fashion. 


2s Development of Talent 

The benefits of a minor league apprenticeship prior to 
the commencement of a major league career have probably been 
vastly overrated as witnessed by the fact that the better 
Major Junior "A" hockey players make the transition to major 
league hockey with relatively little difficulty.29 Moreover, 
many of individuals would probably have progressed even more 
rapidly if their ice time were not initially restricted by 
coaches and managers concerned over these athletes! lack of 
experience. 

Nevertheless, a minor league development system does 
perform certain useful functions for the major league 
operation. A minor league affiliate can be useful in 
acclimatizing individuals who lack confidence in their own 
ability or are unused toa professional style of play to 


professional hockey without subjecting them to undue 


29 Supra. pages 150-54. 
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pressure from fans or media. Second, in situations where a 
contending major league hockey club has more competent najor 
league caliber athletes than spots on the major league 
roster it can store a younger player on the minor league 
affiliate until such time as an opening appears on the major 
league squad, the player is traded to another club, or he 
fulfilis his contractural obligations and jumps to the other 
league. It should be noted, however, that due to the level 
of competition experienced in instances such as this the 
player is probably able to only marginally improve his 
hockey skills and there is the danger that they may in fact 
atrophy. 

Third, the availability of qualified replacements 
within the organization has a strong motivating effect on 
the major league club's personnel as they realize that they 
can and will be replaced should they become complacent. 3° 
The value of a strong farm system as a goad to the major 
league roster is probably largely confined to athletes of 
average or marginal ability as superstars are not only less 
easy to replace but are more inclined to be self motivated. 

Fourth, the fact that a major league club has several 
openings on its minor league affiliate can provide a 
competitive advantage with respect to the recruitment of 


young players especially if the development system has a 


30 Gary Ronberg, "Flashing Blades For a Mini Master Mind", 
Sports Illustrated, March 2, 1970, page 20. 
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good record for producing major leaguers.3! The players are 
aware that if they are unable to crack the starting lineup 
immediately they will still have an excellent opportunity to 
develop their hockey skill sufficiently to eventually make 
the majors. 

Time spent in the minors can be extremely beneficial to 
some individuals selected later in the draft with physical 
ability whose development in the amateur feeder system was 
retarded as a result of extenuating circumstances such as 
injury, poor coaching or personality conflicts with their 
“amateur oneness Good coaching in the fundamentals at the 
minor league level can often allow these individuals to 
achieve their potential. However, it should be noted that 
the degree of success achieved in developing low draft 
choices into competent major league hockey players is to a 
large extent a function of the amateur scouting system's 
efficiency. The scouting system detects and selects 
individuals with raw, untapped, physical ability and desire 
hee is later refined by the development system. Even a 
Superior development system cannot turn an athlete lacking 
at least an adequate supply of physical skilis into a 
competent major leaguer. Furthermore, because most of the 
athletes developed in this manner are of no more than 


marginal quality their primary use to the major league 


31 Personal Interview, Mr. William MacFarlane, Feb. 16, 
1976. 
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hockey firm is as currency in transactions for either draft 
choices or better player inputs in multi player exchanges. 
Finally, the minor league affiliate lends depth to the 
major league squad. When injuries occur on the major league 
roster individuals from the farm club can be called up as 


replacements. 


C. Major League Hockey and the Marketing Function 

A large proportion of the administrative staff employed 
by most major league hockey firms are concerned solely with 
the distribution and marketing of the product. The 
underlying goal behind this marketing effort is to sell a 
large percentage of the facility's seating capacity on a 
seasonal basis. 

These season ticket sales are critical to the long run 
viability and profitability of the firm for essentially five 
reasons. First, the sale of large numbers of seats on a 
seasonal basis creates a snowball effect in that it 
encourages more people to purchase season tickets in order 
to ensure themselves of good seats. Second, a firm with a 
large number of season tickets holders can more easily raise 
ticket prices as demand for its product is relatively high. 
Third, the prospect of increased television revenues 
improves when the facility is sold out on a seasonal basis 
as no further in-person attendance revenues can be garnered 
except by increasing ticket prices. Fourth, when a large 


proportion of the season ticket holders are corporations 
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they more likely to renew their subscriptions than private 
subscribers if the team is relatively uncompetitive. Fifth, 
and finally, a strong season ticket base can eliminate a 
major league hockey firm's cash flow problems because the 
season ticket holders renew their subscriptions prior to the 
commencement of the season, infusing a large stream of 
capital into the firm when it experiences its heaviest 


expenditures. 


1. Promotion and the Marketing Effort 

The central element to most major league hockey 
marketing efforts is the promotion, an attempt primarily 
through bait advertising devices such as prize give aways 
and ticket discounting to develop fan awareness and 
interest. Another technique also utilized in promotion is 
the hockey clinic usually conducted by management, coaches 
or players in an effort to develop the fans' familiarity 
with and appreciation of, the game of hockey. 

Clinics concerned with instructing fans in the 
fundamental rules and strategies of the game are most 
important in those areas where a hockey environment is not 
present as major league hockey faces a tremendous awareness 
problem in these regions. The purpose behind these clinics 
is to both attract new fans and increase the game's 
entertainment value for the regular patrons by developing 
their knowledge of the game to the point where they can 


appreciate its more subtle aspects. However, difficulties 
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arise with this type of promotion in that it reaches a 
relatively small audience and this audience is not 
necessarily the most desirable target market as the persons 
attending these clinics probably already have an interest in 
the game. Consequently, this type of promotion is limited 
with respect to converting other sport enthusiasts into 
hockey fans. 

Prize giveaways have been found to be relatively 
effective in boosting attendance in the short run and are 
relatively inexpensive to operate since the prizes are 
usually donated by local businessmen who receive free 
advertising for their contribution. Unfortunately, without 
cooperation from the business community this type of 
promotion becomes unduly expensive and due to the length of 
the regular season it is difficult to enlist the aid of 
other businesses for more than a few games a year. 

Ticket discounting, while it has a positive effect on 
attendance in the short run, generally does not 
Significantly increase net in-person attendance revenues and 
can adversely effect attendance in the long run. Since 
tickets are given away or sold on a heavily discounted basis 
Such as two for one the reduced margin per ticket 
ameliorates to a large extent any gain in revenues that 
might have been realized through increased attendance. 
Furthermore, ticket discounting can have adverse effects on 
long run attendance because the games with the least 


potential entertainment value are marked for the most 
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discounting. Consequentiy, the fans attending these contests 
are often dissatisfied with the match's entertainment value. 
Datecaddition tact is difficult to establish product 
differentiation Le the firm gives its product away. 
Moreover, little cognitive dissonance is aroused in a fan if 
after having received a free ticket to one contest he does 
not purchase another at a later date. However, if he had 
paid the full admission price for his first ticket a refusal 
to attend another game would be more inconsistent with his 
initial purchase. 

Thus although promotion is probably necessary, 
especially in those regions lacking a strong hockey 
background, eiece are severe limitations to its 
effectiveness. Consequently, directing a large proportion of 
a major league hockey firm's budget towards the marketing 
end of the operation would probably constitute a 


misallocation of resources. 


2. Marketing Benefits of Icing a Contending Team 

Important tertiary benefits accrue to contending hockey 
teams with respect the marketing of their product. First, 
the perceived quality of the product and the utility 
associated with it increases significantly if the club wins 
a large percentage of its games. Second, as a result of its 
increased utility, demand for the product also accelerates. 
Third, a greater demand for the product encourages 


significantly greater media coverage which in turn has 
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positive effects on awareness, familiarity and 
identification. Moreover, this media coverage is directed at 
exactly the target market the hockey firm wishes to reach in 
that sports enthusiasts are readily accessible via the sport 
pages and radio and television sports reports. Furthermore, 
this coverage is relatively inexpensive, being virtually a 
free good, as all the firm has to do is ensure that its 
Management and team members are accessible to the media and 
perhaps employ a publicist to disseminate information to the 
media. 

Fourth, increased media coverage serves to assist in 
further differentiating a firm's product in both an absolute 
and relative sense as the club becomes increasingly 
legitimized as "major league", Finally, due to the fact that 
several major league hockey firms are located in regions 
where the fans are somewhat unsophisticated the club must 
win, as the vicarious pleasure of winning rather than an 
appreciation of the game's more subtle intricacies 


represents the primary appeal of a contest. 


D. Maintenance of Equity Within the Organization 

Since the quality of the human resources employed by a 
major league hockey firm in terms of both its administrative 
and player personnel determines to a large extent the degree 
of financial success it will enjoy; the maintenance of 
equity within the organization is crucial to the firm's long 


term profitability. At the administrative level, so many of 
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the functions that must be performed on an ongoing basis to 
perpetuate legitimate contender status in the long run are 
interrelated and mutually dependent that a dysfunction 
within one can have serious consequences on the others. Thus 
the organization's long run viability can be endangered by 
inequities within it that promote an increased turnover rate 
amongst qualified administrative personnel as a less than 
adequate performance in one area can adversely effect other 
functions in a fashion akin to a chain reaction. For 
example, if management incorrectly evaluates the playing 
personnel on the major league club the amateur scouting 
system is likely to concentrate its efforts in the wrong 
areas and qualified personnel in the farm system may be 
prematurely traded to other firms. 

Similarly, disharmony or dissension resulting from 
inequities within the organization can have adverse effects 
on the team's cohesiveness and which can affect its ability 
to achieve an optimal group performance. The majority of 
dysfunctions at the team level are caused by five factors 


related to the nature of the business. 


1. Optimization of Salvage Value with Respect 
to Star Players 
The replacement of established veteran star players via 
the trade route when they are still relatively productive 
tends to arouse expressions of anger, frustration and 


disappointment amongst both the players themselves and the 
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fans. However, in professional sport, where unlike other 
professions strong diminishing returns on individuals’ 
productivity are often encountered past the age of thirty, 
management does not have the luxury of retiring its player 
inputs gracefully. Since the players* contracts represent 
one of the franchise's most important assets management has 
an obligation to optimize their salvage value by exchanging 
them eG other assets such as draft choices, or younger 
player inputs prior to the point in time where their 


productivity experiences a significant decline. 


2. Equitable Treatment of Non Roster Veterans 

The treatment of non roster veterans is another 
potential source of internal problems on major league hockey 
clubs particularly legitinate contenders. Legitimate 
contenders generally possess an excess of talent, having 
athletes languishing on their bench who would be regulars on 
other clubs. This type of situation can rapidly produce 
dysfunctional consequences as professional athletes become 
frustrated when they are denied, through lack of ice time, 
the opportunity to both make a significant contribution 
towards team success and advance their careers by 
establishing their professional level of competence. 
Consequently, non roster veterans must either be eased into 
the starting lineup, exchanged for additional players or 
draft choices, or be persuaded to willingly accept their lot 


without complaint if team harmony is to be preserved. If 
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these non roster veterans are not dealt with equitably, that 
is given an opportunity to play elsewhere if they are unable 
to contribute significantly to their present club, it can 
have serious repercussions on the recruitment of amateur 
players as well as create dissension within the major league 
organization. Amateur propects are often reluctant to enter 
into contractural arrangements with organizations where 
their career development might be hindered by a lack of ice 


time at the major league level. 


Be Individual and Team Goal Congruence 

Due largely to the business practice common within the 
industry, of rewarding players partially on an incentive 
basis, conflicts sometimes arise between individual and team 
goals. The majority of these incentive clauses in the 
Standard Player Contract (S.P.C.) call for the player to 
receive bonuses for his offensive production as measured by 
the number of goals or assists he A itecee However, the 
existence of a reward system based primarily on individual 
offensive performance can have dysfunctional effects since 
players become upset if they are asked to perform defensive 
roles where their scoring opportunities will be tore 
restricted even if the successful performance of these roles 
are critical to team success. Furthermore, unhealthy 
rivalries can develop for positions on the power play where 
the opportunities to accumulate points are greater. 


It is management's responsibility to ensure through a 
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process of negotiation with the player or his bargaining 
agent that the incentive system included in each player's 
(S.P.C.) is in accordance with his projected role on the 
club, thereby avoiding any conflict between individual and 
organizational goals. The difficulty in implementing such a 
system lies in the manner in which the athlete is evaluated 
to determine whether or not he is achieving the standards 
mutually agreed upon since to a large extent any evaluation 
of his total performance must be subjective in nature and as 
such requires exceptional trust in management's objectivity. 
It is a distrust of management's fairness under budgetary 
pressures (justified in many cases) that leads players and 
their representatives to insist on an incentive system based 
on relatively objective standards such as the number of 
goals or assists garnered. Without a reputation for fair 
dealing management has littie hope of establishing an 
incentive system that ensures congruence between individual 


and team goals. 


4. Preferential Treatment 

Each player on a team is an individual with different 
interests, beliefs, objectives and physical abilities. 
Consequently, it is impossible to treat each team member in 
exactly the same manner. However, when a player or players 
receive or are perceived to receive special priveleges not 
accorded other team members dissatisfaction can occur. The 


key to avoiding such difficulties is to only grant 
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preferential treatment in game situations and then only if 
it is in the best interests of team performance. For 
example, in order to optimize group performance a team's 
star players should receive more ice time than its 
journeymen and the former must also be allowed to operate 
the power play on a more regular basis than the less 


skillful individuals. 


5. Routine Personality Conflicts 

Since major league hockey players come from varying 
backgrounds, have different interests, work in close 
proximity to one another for eight months of the year, 
possess relatively little job security and work under 
constant pressure from both fans and media it is not unusual 
for personality conflicts to develop between team mates over 
the course of the season. Minor disagreements or differences 
of opinion occur relatively often and do not normally have a 
Significant effect on team play. Unfortunately, if these 
conflicts are severe enough they can threaten the unity, 
cohesion and performance of a tean. 

Due to the variety and varying degrees of complexity 
involved in these conflict situations no hard and fast rules 
can be established with respect to their resolution as each 
case must be decided on its own merits. Consequently, the 
individual in charge of resolving the conflict must be in 
possession of considerable interpersonal relation skills, 


knowing when to interfere and when to let the disagreement 
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settle itself and whether to utilize the velvet or iron hand 


if he does intercede. 


III. Market and Facility Constraints on Management 
in the W.H.A. and N.H.L. 
Unfortunately, several firms within the Major league 
hockey industry have severe problems related to their 
markets and facilities that not only effectively constrain 
their managements from assembling contending teams and limit 
their profitability but indeed endanger their long run 


viability. 


1. Inadequate Markets 

Two N.H.L. franchises, Colorado and Cleveland, as well 
as four W.H.A. clubs: Phoenix, San Diego, Houston and 
Minnesota (located in Minneapolis - St. Paul) are apparently 
Situated in markets that are unwilling to support major 
league hockey regardless of the club's competitiveness. Due 
to the high fixed costs associated with professional sports 
teams extremely large losses that are virtually impossible 
to absorb on a long run basis result from such a lack of 
interest. 

For example, in the N.H.-L. Cleveland and Colorado both 
of which are averaging under 6,000 paid admissions per game 


are expected to lose $1.5 million and $2.7. million 
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respectively during the 1976-77 season.32 Similarly, San 
Diego, Phoenix, Houston, and Minnesota in the #.H.A. are all 
averaging under 7,000 fans per game and are expected to lose 
well in excess of $500,000 each during the 1976-77 campaign. 
The important point is that two of these teams, San Diego 
and Houston, are extremely competitive the former leading 
its division in points and the latter participating in the 
A.V.C.0. Cup final series every year since the league's 
inception while the other two teams are in playoff 
contention. All of these franchises have relatively 
comfortable arenas although the San Diego Mariners and 
Phoenix Road Runners facilities are a trifle small at 13,039 
and 12,600 seats respectively. Nevertheless, these firms 
seem incapable of approaching the break-even point in their 
present locations. Moreover, the situation is unlikely to 
improve markedly within the next several years as_ these 
regions are unfamiliar with the game of hockey having for 


the most part warm weather climates. 


2. Substandard Facilities 
Two N.H.Le clubs and six W.H.A. franchises are 
constrained to a greater or lesser degree by their 
facilities. The accessibility of their arenas is a 


contributing factor to the poor attendance experienced by 


32 Don Ramsey, “Financial Crisis Hits 7 N.H.L. Clubs", 
Toronto Globe and Mail, Dec. 8, 1976, page S~1. 
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the Detroit Red Wings and Cleveland Barons of the N.H.L. as 
the Red Wing's facility, the Olympia, is located in a crime 
ridden ghetto while the Cleveland Coliseum is situated some 
thirty miles beyond the city limits.33 The arenas themselves 
in both these cases are structurally adequate facilities 
with the Coliseum being perhaps the most attractive hockey 
facility anywhere. 

The size of their facilities imposes severe constraints 
on several W.H.A. franchises in that they must operate under 
tight budgetary controls and are therefore unable to compete 
for superior player inputs. Five of the six firms in this 
position Winnipeg, New England, Quebec, Phoenix, and San 
Diego have seating capacities of between ten to thirteen 
thousand people while Calgary has only a 6,445 seat 
Capacity.3* These firms lacking major league sized 
facilities of at least 15,000 seats are unable to generate a 
substantial return on investment because even if they sold 
out every game their net revenues would not be significantly 
above the break-even point. For instance, assuming the 
Calgary Cowboys could operate an extremely competitive team 
on a $2.5 million budget and filled the Calgary Corral to 
capacity every game, the firm would have to charge an 
average price per seat of $9.72 to break-even on regular 


season in-person attendance revenues. Unfortunately, under 


33 Don Ramsey, “Financial crisis Hits 7 N.H.L. Clubs", 
Toronto Globe and Mail, Dec. 8, 1976, page S-1. 
3* 1975-76 W.H.A. Media Guide, pages 5, 21, 23, 25, 27. 
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the neesen: market conditions it is impossible to operate a 
legitimate contender on a $2.5 million budget. 

Furthermore, a smaller seating capacity prevents major 
league hockey firms from fully exploiting instances where 
excess demand occurs for a particular match. A team with a 
seating capacity of 10,000 people may average 8,000 fans per 
game but on some nights it could utilize 15,000 seats if it 
had them. Moreover, since there are fewer good seats ina 
10,000 seat facility than one with 15,000 seats this fact 
also tends to discourage walk in attendance. 

Four of the six W.H.A. firms with substandard 
facilities New England, Quebec, Winnipeg and Calgary are 
Situated in adequate markets but only the former three have 
been able to approach or exceed their break-even points 
because they have iced relatively competitive teams and have 
Maintained tight cost control. However, in the long run 
their viability will be threatened as they will be unable to 
compete for superior player inputs with either N.H.L. clubs 
or other W.H.A. franchises which have larger arenas such as 
Indianapolis, Edmonton, and Cincinnati. Without access to 
fresh young talent the franchises with smaller buildings 
will gradually become more uncompetitive until they incur 
substantial losses and are forced to cease operations. 

The extremely small seating capacity of the Calgary 
Corral places the Calgary Cowboy's franchise in an even more 
tenuous position as its losses are so large that they 


threaten its short run viability. Under the present 
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conditions the firm is forced to lose $500,000 even in a 
good year at the gate when the team is relatively 
competitive. However, as it is impossible to recruit better 
players on a restricted budget these losses are bound to 
mount as the league's other clubs improve, leaving the 
Cowboys in a relatively less competitive situation. 
Consequently, the Calgary Cowboys franchise will be forced 
to cease operations in the very near future unless it 


acquires a new facility.3s 


3. Alternatives for Non Viable Franchises 

Those franchises that do not possess an adequate market 
or are without hope of acquiring an adequate facility can be 
considered to be. non viable. The alternatives open to the 
ownership of these firms are essentially threefold. First, 
they can attempt to sell the franchise to another group or 
individual. However, the prospects of finding someone to 
purchase such an enterprise are remote, especially if the 
proposed changes in the United States tax laws have a 
significant effect on the amount of depreciation that can be 
allocated towards the players contracts. Second, the 
franchise could be shifted to a more suitable location. 
Unfortunately, virtually all of the best major league hockey 
franchise sites are either presently occupied or have been 


EN TE Be SRE ED 


35 George Bilych, “Cowboys Need $12 Million to Rebuild 
Calgary Arena", The Hockey News, Nov. 12, 1976, page 27. 
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tested and found wanting. Moreover, those untapped regions 
thought to possess market potential for major league hockey 
also have significant negative factors associated with them 
such as a lack of a hockey background, a substandard 
facility or intense competition for the entertainment dollar 
from other professional or collegiate sports. 

Given that it is becoming tedewee agly adit ficulties et 
not impossible, to either sell or shift an ailing major 
league hockey franchise that has an inadequate market or has 
no prospect of acquiring a major league quality facility the 
only alternative open to owners of firms in this position is 
to cease operations. Within the next three to five years the 
author expects two teams in the N.H.L., Colorado and 
Cleveland, as well as at least five W.H.A. firms Minnesota, 
Phoenix, San Diego, Houston and Calgary to take the 
aforementioned course of action. In addition Birmingham of 
the W.H.A. may also be forced to liquidate itself. 

If it does come to pass that two N.H.L. and five W.H.A. 
firms fold, the overall caliber and entertainment value of 
the games should improve markedly as the remaining teams 
will pick up the defunct clubs quality athletes. For 
example, if five W.H.A. clubs cease operations over one 
hundred hockey players will be thrown onto the job market. 
If only one third of these individuals are quality athletes 
each of the remaining eight W.H.A. teams will be ablIe to add 
four good hockey players to their line ups. Moreover, due to 


the law of supply and demand salaries should also decrease 
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to a certain extent because the players" bargaining position 


vis a vis management will be weakened. 


IV. The Quality of Major League Hockey Management 
importance of Management 

Given that a major league firm is situated in an 
adequate market and possesses a facility of major league 
caliber with at least 15,000 seats, managerial skill is the 
crucial variable in determining whether or not a particular 
team achieves legitimate contender status and perhaps nore 
importantly, maintains it. The reasons why managerial skill 
and not economic power is the key factor in such situations 
are essentially two fold. 

First, quality player inputs, due to the fact that a 
major league hockey firm's profitability is heavily 
dependent on the competitiveness of its team, are scarce 
resources and are rarely sold outright when an adequate 
market is present in conjunction with a major league caliber 
facility. For example, assume that a hockey firm has an 
extremely competitive team, is operating at full capacity in 
a 15,000 seat facility, and charges an average price of 
eight dollars per seat. This firm would generate 4.8 million 
dollars in in-person attendance revenues over the course of 
the forty game regular season. Assume now that it sells 
three of its best players for 1.0 million dollars and this 
sale causes the team to decline in the standings to the 


point where it is of mediocre stature and only draws 12,000 
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fans per game at the same ticket prices. Regular season in- 
person attendance revenues would decline from 4.8 million 
dollars to 3.84 million dollars. In addition, the club would 
probably also lose playoff game revenues since in all 
liklihood it would be eliminated in an early piayoff round. 
Moreover, it is unlikely that the club would be able to 
Maintain its ticket prices at an average price of eight 
dollars per seat because of the reduced demand for seats. 
Thus if the break-even point for the team was 3.6 million 
dollars before and after the players were sold the club 
would have garnered a net profit on the regular season of 
Po2e million «<if eit shad-ckept its stars: and $240,000.if it 
disposed of them. However, the firm's long run profitability 
would undoubtedly also be effected by the loss of its stars 
as its in-ferson attendance revenues would not increase 
until the team once again achieved legitimate contender 
status. 

Consequently, quality players are normally only sold 
outright if either the market or the facility is inadequate 
and forces management to reduce operating costs to a bare 
minimum in order to cut their losses until such time that 
they can either sell the franchise, shift it to a new 
location or cease operations. 

Second, the nonmarket mechanisms employed by the 
leagues to distribute the negotiation rights to hockey 
players (ie. the draft, negotiation lists) tend to 


ameliorate differences in wealth between firns iby, 
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restricting the utilization of monetary resources *o acquire 
player inputs. Thus two of the most competitive teams in the 
NeH.L.-, the Boston Bruins and the New York Islanders, have 
relatively small seating capacities of 14,597 and 14, 865 
respectively while two of the potentially most profitable 
teams in the league the St. Louis Blues and the New York 
Rangers with seating capacities of 18,006 and 17,500 seats 
respectively have mediocre squads. 

Many of the major league hockey industry's most severe 
problems can be traced directly to gross mismanagement at 
both the macro and micro levels. At the macro or league 
level there has been an overwhelming tendency for decision 
makers to grasp for the short run dollar with a near total 
disregard for any potential long run consequences of these 
actions. Meanwhile the managements of many individual firms 
at the micro level have been so lacking in analytical skills 
that they formulate their player acquisition strategies 
without reference to the facts. Moreover, there is ample 
evidence to suggest that many major league hockey firms are 
Cchaotically mismanaged with respect to cost control and 


organizational efficiency. 


es tuts ne -peDqpeReR paateaor: Be oo ht ; 
44 ab euees oF A204 GOD Saba aay ho Yaad a 
opyet . gerahneisk 2308 me Sts Gomvaniegs . r me 
CAB AT Rae POC yet Se out sionqamt pebtiee than’ 
alind7 tou) pote > OL Lebranseg. att Re ed eee 
Scot vo was tne eeeds 200% of@ ait easel wad 
ateon, ava gtr" boa aaayht te eskeeonged oneal 
| | | absuph esyo iow await’ 4 | 
rrr fine 7 ssasaobed yatood ow wate & sotian: ga 
+h “2990p ¢en seats aeome of Visawats bennae as nao 8 
‘peel oe o2aen ott oe seloyell ernie bie Saree fis 
(otalieh wed gotehaae padetedeabes: ue teed 26 camth te 
ierut ase & d2dy aeLiob rig Frode, woo abt weary oF ial 
eesds 20 aertenpeeaon ow’ ‘dhid’ eta ires Aes 0: s 
paras tay bbs ba, ise me ‘2 Sunboosene ous as 
beas uate tame i; paAdbRt Om ames oesit faves ovokle 
nbpet arse anketabepen weteke rade adehaeges’ ‘goiter 
Son age eaeds yrevos08) meee | pas rh etoelingitey | wen) 
ay e212 yszocw supaot ite | eal erie Jedepne ‘ot wonubiens 
Ae vera dinn ee ) oF, eed aes aw Timpson vicestsoolle: 
| id i] » are ad peat 2h teanepi 


- 


feiss 


ri a é 
Bot . 4 ef 


e ve 


230 


A. Mismanagement at the Macro Level 
1. Expansion Policies 


(i). Insufficient Financing 

The expansion policies adopted by the major league 
hockey industry clearly indicate a lack of foresight and 
clear guidelines from upper management. Several of the post 
1967 N.H.L. expansion firms were permitted to enter the 
league despite the fact that they were underfinanced . The 
league governors were blinded by greed, being anxious to 
collect their share of these clubs‘ expansion fees and gave 
little thought to the consequences if these new, 
underfinanced clubs were either uncompetitive or situated in 
poor markets. 

The Philadephia Flyers were so underfinanced due to 
financial difficulties ene ounemed by | their, ;first owner 
Jerry Wolman, that the league was forced to grant the team 
an extension in order for it to make its first expansion fee 
payment on June 5, 1967.36 

The Pittsburgh Penguins required refinancing in their 


initial season and have had four separate groups of owners 


36 Gerald Eskenazi, Hockey, page 118. 


foved o7oae rr apy 
’ as ‘ 


A) rns. pee tr 
4 stones pan 
ap 69.1 Lorem + wae xd) sesqnbay? ae 
has ##pkeeaol Se toatl s efentiad qaang he 0 
Tne) gut Be Lanovels -teaspeinia, 29qgir Bos? 
ue aude. eo het JAndeg al aad ws sohauscre ets 
if. , Sepdeabtveiay e2ee weds) ands tae h ““ peel rel 
apoiten ft ite beet) of bohaald e780 MASTOR\: 
ever See ees? sORar ages; tated wegde w soisin, eas 
nee emeda. tet eunseupsepen: mise ot “ame 
i Lara tee de se syareniba ae wae tpt 
; Eh i ; 
siiewe tesaaaaainnio. ae aay » says Went zed. ons 
2 A ah Sota. ead ve he beseronae petsiwoltehh 4e) none 
shad ‘ined rane od spazeh sav fuer Od oad? main 
eer sicalinn'd souk ej2 Ane od al ie ‘sebyo ak acheqerx 
| | es ear ae : 
sie ai wal sannkees lenkvpey wahopiies digrrad eae £8" one 


ra 
toy i ge me | aaa 6 


rao” iD weyers ops EONS t0%, bee oy bas abasee Invstat “Y 


— ~ 


aa : 
my 7 
cay oo. iW 


ie 
esi ere ty fle » 


eat ead agetian aac ata Binz, ** 


> ~~. 


Zo 


since the 1967 expansion.3?7 The California Golden Seals 
group was in a similar position being unable to withstand 
the large losses that the franchise absorbed in its first 
season. This franchise has been a recurring headache for the 
rest of the league's membership as they pumped some $11 
million into it before it was shifted to Cleveland prior to 
the 1976-77 season.38 The fact that the Vancouver Canuck's 
parent company Medicor was similarly underfinanced became 
apparent in 1973 when Tom Scallen, the team's president, was 
sentenced to four years in prison for illegally diverting $3 
million from the hockey firm back to its parent.39% More 
recently the Kansas City Scouts, according to Clarence 
Campbell president of the N.H.L., could not carry on and 
required a $300,000 loan from the league to finish the 1975- 
76 season because, “They didn't have any resources nor did 
they have any depth. They had nothing in sight."*° The 
Atlanta Flames are currently so underfinanced that they are 
unable to order newspaper advertisements on game days while 
the Cleveland Barons (formerly the California Golden Seals) 


have recently requested a $1 million dollar loan from the 


37 Beddoes, Fischler, Gitler, Hockey!, pages 134-35. 

Bill Hertelder, “Troubled Penguins Under New Ownership", The 
Hockey News, June 1975, page 5. 

38 Bill Libby, "Bonanza by the Bay", The Hockey News, Oct. 
24, 1975, page 8. 

39 Beddoes, Fischler, Gitler, Hockey!$, page 154. 

#40 Red Fisher, "N.H.~L. Problems Rooted in Bad Management", 
The Montreal Star, Dec. 4, 1976, page G-1. 

"Scouts Get Reprieve Until N.H.L. Schedule for 1976-77 
Adopted", Toronto Globe and Mail, June 9, 1976, page 53. 
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league to allow them to complete the 1976-77 schedule.*! 

The W.H.Ae*s record with respect to the recruitment of 
sound ownership is even less impressive. Every original 
W.H.A. club has experienced at least one ownership shuffle 


in its five year history. 


(ii). Stocking of Expansion Franchises 

Expansion franchises are under the greatest pressure in 
their first few years of existence because they have large 
entry fees to pay, must establish themselves in their 
markets and are relatively uncompetitive. Neverthless the 
established teams, particularly in the N.H.L., have 
steadfastly refused to grant expansion teams greater access 
to better player inputs either through the expansion or 
amateur drafts. The only concession post-1969 expansion 
teams were granted with respect to the amateur drafts was 
that they received the first choices in the draft held prior 
to their initial campaigns. Thus Buffalo and Vancouver 
received the first two choices in the 1970 draft, while the 
New York Islanders and Atlanta ifiawes had the first two 
picks in the 1972 draft and Washington and Kansas City 
drafted first and second respectively in 1974. 

It was understandable that general managers were 


reluctant to allow the 1967 expansion teams to select many 


#1 Red Fisher, "Survival of the Fittest the Only Answer", 
The Montreal Star, Nov. 11, 1976, page C-1. 
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of their players during the 1967 expansion draft as there 
were so many firms to stock. However, they were even less 
generous with future expansion teams as established clubs 
could protect but eleven skaters and one goalie during the 
1967 expansion compared to two goaltenders and thirteen 
skaters in the 1970, 1972, and 1974 expansion drafts which 
stocked Vancouver and Buffalo, Atlanta and Long Island, and 
Kansas City and Washington respectively. Moreover, the 
number of players any one established team could lose in 
these expansion drafts was restricted and clubs were 
permitted to protect or fill with another player when an 
individual under contract to them was selected by an 
expansion team. The lack of talent available to them via the 
draft prevented expansion clubs from being competitive 
immediately which in turn made it more difficult for them to 
market their product and contributed to their capital 
shortages as their revenues were less that what they could 


have realized with a more competitive team. 


2. Understanding of the Market 

The W.H-A.'s attempt to place teams in the same market 
area as N.H.L. clubs that were either uncompetitive or 
experiencing excess demand for their product (New York, 
Minneapolis - St. Paul, Boston, Chicago, tLos Angeles, 
Vancouver, and Detroit) indicated that the league's top 
management had little understanding of the hockey markets 


they were attempting to enter. None of these efforts were 
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successful as all of these firms were forced to find new 
locations after absorbing tremendous losses. Where excess 
demand was present there was not enough of it to support two 
major league hockey clubs and the W.H.A. teams, without a 
high degree of absolute product differentiaion, were unable 
to acquire a large enough share of the market to ensure 
their viability. 

The underlying premise behind the W.H.A. invasion of 
N.He.L. markets such as Los Angeles, Vancouver and Detroit 
which contained uncompetitive teams was that the W.H.A. 
clubs would be able to capture a significant share of the 
market by presenting a competitive product to the public. 
Unfortunately, the feasability of this plan was limited due 
to its reliance on factors outside the control of the clubs! 
Management, being predicated as it was on the N.H.L. teams 
continuing to be uncompetitive. When Vancouver and Los 
Angeles of the N.H.L. improved to the point where they 
became teams of mediocre caliber they drove the W.H.A. out 


of their markets. 


3. Under Utilization of Television as a Marketing Device 

The primary impetus behind the original expansion of 
the N.H.L. in 1967 was the prospect of vastly increasing 
revenues through the sale of broadcast rights to the major 
American television networks. The league was so anxious to 
tap these new sources of revenue that it not only allowed 


suspect ownership to acquire several of the new franchises 
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but also, for television purposes, situated franchises in 
less than exemplary markets. For instance the inclusion of a 
franchise in the San Francisco - Oakland Bay area was a 
Stipulation Of thelrin. Hel .ts wcontract with the  C.8.S. 
television network. ¢2 

Unfortunately for the league, the broadcast riches it 
had envisioned never materialized as a result of poor 
ratings. During the five years that the C.B.S. network held 
the N.H.L. television contract the ratings rose from the 3's 
to the 6's in the Nielson rating, meaning from three to 
slightly over six percent of television sets in the United 
States tuned into the games.*3 When N.B.C. dropped the 
N.H.L. games at the conclusion of the 1974-5 season after 
broadcasting them since 1972, the Sunday afternoon game of 
the week had a rating of 3.8 nationally.** It is thought 
that the decline in the ratings resulted to a large extent 
from increased competition from the other networks, notably 
A.B.C., which introduced its popular 'Superstars' series and 
a Sunday edition of the Wide World of Sports. 

Instead of sacrificing broadcast revenues in the short 
run in order to provide the game with much needed exposure 
in the United States, thereby developing product awareness 


and a television market for the future, the N.H.L. mandarins 


#2 Beddoes, Fischler, Gitler, Hockey!, page 115. 

#3 Bill Fleischman, "Flyers Radio-TV Program Could be a 
Model for N.H.L.", The Hockey News, Dec. 5, 1975, page 12. 
#* "NHL. Seeks U.S. Viewers with Self Made Package", 


Edmonton Journal, Jan. 13, 1977, page 66. 
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refused to lower their asking price for the broadcast rights 
to league games.*5 N.B.C. subsequently cancelled its 
contract at the end of the 1974-75 season and no other major 
network has since picked up the option. 

The N.H.L. presently televises its games on a 
Syndicated television hookup that has severe limitations in 
that its exposure is more limited than network television. 
The games are televised on Monday nights in an effort to 
Capture the sports viewing audience developed by A.38.C.‘'s 
Monday Night Footbali and are offered to local stations at 
cost. The league then sells half the commercial time to 
national advertisers while the stations recruit local 


sponsors. *® 


*S Alan Richman, “How Hockey Turned a Blind Eye to 
Television Riches", The Montreal Star, Dec. 9, 1976, page C- 


1. 
*6 "N.H.L. Seeks U.S. Viewers with Self Made Package", 


Edmonton Journal, Jan. 13, 1977, page 66. 
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B. Mismanagement at the Micro Level 

If the major league hockey owners can be said to have 
been somewhat lax in their direction of the industry's 
affairs, many of the individual firms can only be described 
as being chaotically nisuanageds Tliconceived building 
strategies designed without reference to the facts are 
commonly utilized throughout the industry while other 
symptoms of organizational dysfunctions such as poor cost 
control, rampant nepotism, the presence of false economies, 
owner interference in managerial perogatives and a lack of 


adaptability at upper management levels are commonplace. 


1. Managerial Inability to Adapt to a Changing Environment 

Major league hockey management's lack of adaptabilty to 
its changing environment is best illustrated by examining 
how both the changes in the diaver reservation system 
brought about by the post 1967 expansion as well as the 
econonic changes caused by the formation of the W.H.A. have 
affected the competitiveness of several teams. 

Prior to the first expansion major league hockey's 
player reservation system was based on sponsorship. Every 
N.H.L. firm sponsored a number of amateur hockey clubs and 
owned the playing rights to the athletes on these teams. 
Major league clubs wishing to acquire the best young talent 
would merely develop extensive scouting systems and sign the 


best young players in the minor hockey system. Fourteen year 
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old hockey players such as Bobby Hull were signed to letters 
of intent and sent to hockey clubs hundreds of miles away 
from home.*? Several N.H.L. clubs notably New York, Detroit, 
and Chicago developed their farm systems in this manner and 
becane championship contenders. Detroit's farm system 
produced such luminaries as Terry Sawchuk, Red Kelly, Gordie 
Howe, and Alex Delvecchio while Chicago's yielded Bobby 
Hull, Stan Mikita, and Phil Esposito. More recently the New 
York Ranger's farm system developed Rod Gilbert, Jean 
Ratelle, Bill Fairbairn, Brad Park and Walter Tkaczuk. 
However, after the sponsorship system was phased out 
and replaced by the universal amateur draft some general 
Managers failed to make the necessary adjustments in their 
player acquisition policies. In New York, Emile Francis 
traded the young players in the Ranger's farm system such 
as: Mike Murphy, Mike Robataille, Syl Apps, Don Luce, Andre 
Dupont, Tom Williams and Bob MacMillan for older, nore 
experienced but not necessarily more skillful athletes such 
as Ted Irvine, Glen Sather, Dale Rolfe, and Peter 
Stemkowski. This practice oF trading for older players 
without working younger players into the lineup accelerated 
the aging process on the Rangers and made a_ significant 


contribution towards the team's demise as a legitimate 


*7 Gerald Eskenazi, A Thinking Mans Guide to Pro Hockey, 
page 10. 

Bruce Kidd and John MacFarlane, Th 
54-58. 


1o 
Ito 
10 
) 
5 
ie 
a) 
ie) 
Q 
~ 
Xo) 
te 
a 
ie 
@ 
Q 
o 
n 


powe wabie to ahontasd: eueky step aE 
,Leried .es0k vol etdaton sitio tp vei tan 
‘15 Senden Sees ek wasn ass chor 
aesaga | wren @PPhoaset *yesm meats canst 
10 edited few gina nik Serer vies and 
a eLbde. ‘ob Kaas , 
‘ot ont qheney sine odinogat 12M@ tae vn 
et tt hit Sscetvend easare wate | 
vane y nang oon aned bre chat: 


h1G few iae: 208 waders qhdezesoRe ode 2s, 


fay a sae. er “1989 6am damipy hae ott ye 
s7oenPetbe {teag sen bla ofan: aa Parke 


{aneh- bheet e0t wot MB? Lokind a0: 
dae seoaye anit * sepast oor. saicamtad 
ies 4 el TA vipat ae, ‘vind | 18 3 
oven , wera 08 ansttnerss ana pry Cepaeaae wa oye 
even, seaedane kardia yan ‘eat seasagen. fot ted Besant oe 
yee hae mthog nee , parse coke « SEW Sat: i 
eran ly Sad i a ‘gutta i: woctnary. ne? by setavbamol 
bate eagoe gwen, we eamed Semyadg sxpayoy trtarow Gs 
ope sith be, 6 ese tae sage he eu? ae sonny Geluned.? 


aj weil a" en saiaes’ ehanedy ae abase BhaEwd * palvoutie si 
‘ / wee 


nue 


; wives? dick ‘i : 


thea at a heap aia aaa’ ae caked pleted 8, —: 
eng vvolad 20 casted gd eons adobe bine Reger i. a 
* hes _ t % oe eat “aie ‘ ies hd por it ee 


239 


contender. 

Meanwhile, Thommie Ivan, long time general manager of 
the Chicago Black Hawks, failed to acquire the additional 
early draft choices required to replace his better players 
before their age resulted in diminishing productivity. The 
Black Hawks have never acquired any extra first round draft 
choices. Consequently, between the 1969 and 1974 drafts they 
never drafted higher than twelfth overall and therefore 
missed the opportunity to replace their aging stars because 
the high degree of skewdness present in the draft makes nha g 
difficult to acquire I caliber players later than the first 
round.*8 

Some other general managers were slow to adapt to the 
economic threat of the W.H.A. and as a result lost valuable 
player inputs to the rival league. The California Golden 
Seals lost eleven players to the W.H.A. in one year 
including Paul Shmyr, Tom Webster, Gerry Pinder, Wayne 
Carlton and Bobby Sheehan largely because Charles 0. Finely 
the Seals owner refused to compete for players.*9 Similarly, 
Toronto lost Bernie Parent, Rick Ley, Brad Selwood and Jin 
Harrison while Boston's losses included Gerry Cheevers, Ted 


Green, Derek Sanderson and John McKenzie, 50 


*8 1972-73 NeHeL. Guide, pages 138, 139, 141, 143. 

1973-74 NHL. Guide, page 189. 

1974-75 N.-H.L. Guide, page 206. 

#9 Bill Libby, “Charlie 0. Fighting Back", fhe Hockey News, 
June 1973, page 8. 

SO "N.H.L. Loses 67 Players From Last Years Teams", The 


Hockey News, Oct. 6, 1972, page 15. 
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On the other hand, some hockey firms overreacted to the 
WeHeAw by signing their players to astronomical salary 
increases without giving proper consideration to the 
players worth to the team. Consequently, salary scales on 
some teams became grossly inflated out of all proportion. 
For instance, the New York Rangers signed several of their 
key players such as Brad Park, Red Gilbert, Jean Ratelle, 
Vic Hadfield and Walt Tkaczuk to more lucrative long tern 
contracts than were probably necessary to retain their 


services.3%1 


2. Failure to Exploit Competitive Advantages 

Several major league hockey managements have failed to 
fully exploit obvious competitive advantages. For example 
the Los Angeles Kings possess one of the most efficient 
scouting systems in the N.H.L.52 Five of the players on the 
Kings 1976-77 major league roster were not amongst the first 
thirty players selected in their draft year while the club's 
second leading scorer, Butch Goring, was the fifty first 
player drafted in 1969. However, despite its efficiency the 
Kings scouting system has been ineffective because 
Management has traded away the vast majority of the club's 
high draft choices. The club has retained its own first 


round draft choice only once since the 1969 draft and in 


$1 Bill Libby, “Rangers Coming On Strong", The Hockey News, 
Sept. 1972, page 8. 
S2 Supra. page 138. 


oA DS HOS PAY SEATS: past? penned 4 : 
péniek tectooupaien. Oe aaah) toa: 
a4 es sossevenbenie ” quences yaavie. coals 
6G evtens area phrgongenncd) sanetondd Pay . 
haa pid We ead Ada ze: i a0 borers Yhsrowe.t 
jive 36 ierowte theanod * eraesh AIG8 cot 982 
i\ietet apet sruedtnd ‘bet “hte deta sae 
ica? QOS welsexzed a oo Rivoent hae fas 


sted? dbase, oil tepseraes aeecred waev 


: es ‘ 5 a Patent 

acpesny oy we baLaagan? shatqnt oF 

og bodhed ead Srepepgedae rmtoen segues semaines 
¢lamase. sot" 20g esaavio ev isdzegecs | eeaivdo abnairens 
damanryke ean eke ite am ‘sbaqace = eng? oo topes 3 
av ed aerate nad Br) oeie Ahk nyeds ak enpdere, « 
 seailooes aepenge OR oses ind sonar appeet a acaeliah igi 
ghénde oda alia 709%) ease: ste lk Parnes lee exeyelgy | 
tans? qares o60 > #ae \epneton dosed. istose gnkbaehy Hic ‘ | 
oie jaost atte. vei ati quel cpaneyst Te ho Hter8 
seseoed 4uttost leat. mse 5 Rap Ce aapreore | are 
a*onla ail? to phaovar toe ede qawe, Bobens andin oe 
deaky ove ea, beh 628 wad divin eat ca site Psion dpade _ 
Re Dee, and: our. ses POR EONS ae anil seat a 


bn! vo 


‘ Ve § q 7 
4 ' : : ie Ae 


‘ene £ E 0 “8 ao gates. ‘eaepnne caahe: TT? rr | 
ane nett ae “a iim 9 8 RSG over. ons ag 
a o—~ . “eet Piting pren oN 


241 


that instance traded the negotiation rights to the player 
before the commencement of the season.53 Due to the high 
degree of skewdness apparent in the draft it has been 
virtually impossible for even the efficient Los Angeles 
scouting system to select quality hockey players with later 
draft choices. 

The Edmonton Oilers are another textbook example of a 
management failing to fully exploit inherent and obvious 
competitive advantages in its enviroment. The Oilers are 
virtually the only franchise in the W.H.A. not operating 
under some form of constraint with regards to facility size 
or quality, quality of market, or degree of product 
awareness within the market. Edmonton, a properous city of 
500,000 people with a long history of hockey involvement, 
has a 15,300 seat hockey arena which is amongst the finest 
structures of its kind in the world. Furthermore there is 
little competition for the entertainment dollar, 
particularly the sports dollar, during the months from 
November to July as the local entertainment industry is in 
its infantile stages and the city's professional football 
team's schedule extends from July to November. Moreover, the 
club's ownership has been amongst the most stable in the 


league. 5* 


In spite of all of these advantages over the other 


$3 Mark Mulvoy, "Baby It*s Cold Inside", Sports Illustrated, 
Jane 19, 1973, page 18. 
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clubs within the league many whon were and are 
underfinanced, restricted by a lack of a hockey background 
in their markets, or occupy inadequate buildings, the 
Oiler's management has been unable to ice a legitimate 
contender. The team has only made the playoffs twice in its 
five. year existence losing out in the opening round of the 


playoffs on both occasions. 


3. Lack of Public Relations Expertise 

Major league hockey in many respects has been remiss in 
not fully utilizing the media as a source of favorable 
exposure and publicity. At the league level the N.H.L.'s 
administrative staff is undermanned. As Ed Snider the 
Philadelphia Flyers board chairman has remarked: "I've said 
for ten years that our league lacks structure. Clarence 
Campbell should have retired years ago. He's a fine man but 
he can't do it alone. Hets in his seventies, but I'll bet 
you could call him right now (7:30 PM on a Thursday) and 
he'd be in his office. That's ridiculous. 

"The league needs more people ~ counsel, 
administrators, researchers. We play many more games than 
the N.F.L. We have minor leagues to worry about, a war with 
another league, yet we have about two per cent of the 
NoFeL.-'sS staff. 


"The league is in the dark ages. It had better wake up 
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At the team level lack of cooperation with the media is 
widespread. Press guides containing information and 
Statistics on the players and facts and figures about the 
hockey operation are notoriously slow in being distributed, 
while it is a rarity for the public relations people to 
compile a simple scoresheet for the media detailing a game's 
important statistics.5® In addition, many major league 
hockey managements forbid media personnel to interview the 
players before the games. This is in sharp contrast to other 
major league professional team sports leagues such as the 
National Football League and the major leagues of baseball 
where players are freely accessible to media sources. 9? 

Moreover, for all the extra expenditure of effort it 
requires a good many of major league hockey's public 
relations staffs do not take the trouble to at least ensure 
the creature comfort of the media. This is especially true 
after the games when media people are describing the club's 


product to the fans in their articles on the contest.5§ 


SS Bill Fleischman, "Campbell Needs Help", The Hockey News, 
Dec. 3, 1976, page 14. 

S6 Bill Fleischman, "New Rules May Be Hurting", The Hockey 
News, Dec. 3, 1976, page 14. . 

S$? Bob Verdi, "N.H.L. Dwells on Secrecy", The Hockey News, 
Nove 12, 1976, page 10. 

$6 pill Fleischman, "Barons Team of the Future", The Hockey 
News, Dec. 10, 1976, page 12. 
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4. Retention of Incompetent Scouting Personnel 

When one of the functions critical to a firm's long run 
viability is not being performed in a satisfactory manner in 
anormal, efficiently operated business the individuals 
responsible are replaced. Major league hockey managers, on 
the other hand, tend to attribute the failure of their own 
scouting systems in comparison to the more efficiently 
Operated systems to "luck". This feeling exists despite the 
fact that these same managers generally enjoy a competitive 
advantage in that, as a result of their own incompetence, 
they have earlier draft choices as their clubs continually 
finish at the bottom of the standings. When the drafting 
performance of several teams is evaluated (excluding the 
players they have selected very early in the draft where it 
is much easier to chose talented athletes) their records can 
only be described as abysmal. Firms were examined with 
respect to how weil they selected players from the latter 
portion of the draft's first round to the end of the second 
round which encompassed draft selection positions 11 to 36. 

For instance, with eiavies choices in the 11-36th player 
range in the draft years between 1969 and 1974 inclusive, 
the Minnesota North Stars only managed to select two players 
of II caliber, Dennis O'Brian and Gilles Gilbert, and one of 
IiIt stature Fred (Buster) Harvey, the other eight 


individuals being IV's and V's.99 Nevertheless, the 


S39 Supra. page 159. 
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Minnesota North Star scouting staff changed only slightly 
over the years despite its unimpressive record.®° Ted 
O*Connor is still the club's chief scout and John Mariucci 
remains in charge of scouting the American college ranks 
while those scouts that did leave the organization were not 
dismissed. For example, Harold Cotton, then in his 
seventies, retired in 1975 after serving as the North Stars 
Director of Field Operations, essentially a scouting 
position. 

The Detroit Red Wings drafting performance over the 
same time period and draft selection range is even less 
impressive as none of their eight selections in the same 
range of draft positions developed into a _ professional 
hockey player of even III stature.®! Yet Jim Skinner, once 
the club's chief scout, has not only been retained but 
promoted to the position of Assistant General Manager with 
Dan Summer, at one time the Chief Western Scout, taking over 
the position vacated by Skinner.®2 

For the last four seasons Cecil (Tiny) Thomvpson has 
been the Chicago Black Hawks chief scout in Western Canada 
while Jack Davidson has occupied the organization's 
equivalent position in Eastern Canada despite the fact that 


the firm in thirteen opportunities succeeded in selecting 


60 Jim Proudfoot, Pro Hockey 68-69, page 82. 
1976-77 N.H»L. Guide, page 16. 

61 Supra. page 159. 

62 Jim Proudfoot, Pro Hockey 68-69, page 39. 
1976-77 NHL. Guide, page 14. 
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only one Tr and one’ III, Oarryl Maggs and ‘Len frig 
respectively, in the second and third rounds from 1969 to 


1974, $3 


5. Nepotism 

The managers of the major league hockey industry have 
done very little to dispel allegations that they are a self 
perpetuating elite as nepotism is rampant within the 
industry. For example, Gerald Blair was hired as the 
Pittsburgh Penguins Chief Scout prior to the 1976-77 season 
by his brother Wren Blair who was at that time part owner 
and general manager of the club. Similarly, Ray Miron, 
general manager of the Colorado Rockies recently acquired 
the services of his son Monte who is to work in “an all- 
round capacity" with the club. Son Montes! primary aptitudes 
for the job according to his father are that, "He's big and 
tough but injury prone. But he wants to get into the 
business end..."6* Naturally, the recent appointment of Rick 
Francis to the vaunted Roston of Assistant Director of 
Sales in the St. Louis Blue's organization had nothing at 
ail to do with the fact that his father, Emile Francis, is 
General Manager and part owner of the firm. Meanwhile, David 


63 Supra.page 159. 
1972-73 NeHeL. Guide, page 10. 1976-77 N.H.L. Guide, page 


64 Larry Borstein, "Miron Realizes Life-Long Dream Working 
in N.H.L.", The Hockey News, Jan. 14, 1977, pages 13 and 39. 
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Poile, son of long time hockey executive Norman "Bud" Poile, 
is the Assistant General Manager of the Atlanta Flames. 65 
Nor have W.H.A. teams been reluctant to serve as 
employment agencies for relatives of individuals within 
their organizations. To take just one example, the 
Cincinnati Stingers employ Harry Sobchuk, Jacques Locas and 
Stan Maxwell as scouts. Coincidently, three of the Seana 
brightest young stars are their sonst Dennis Sobchuk, 


Jacques Locas, and Bryan Maxwel1l1.66 


6. Owner Interference 

That the owner of a multi million dollar enterprise 
would take a keen interest in its operation is not an 
unexpected occurrence. However, several major league hockey 
owners have interpeted their roles going beyond the mere 
recruitement and supervision of management personnel and 
have become involved with player acquistion and optimization 
functions that are beyond the realm of their expertise. It 
is not entirely coincidental that the N.H.L. clubs boasting 
a greater degree of ownership participation with regards to 
the firm's day to day operations also sport. on ice records 


that are at best, mediocre. The Los Angeles and St. Louis 


65 1976-77 NeHoL. Guide, pages 8 and 22. 

66 1975-76 WeHeA. Media Guide, page 7. 

Personal interview with Mr. Lou Jankowski, C.S.S. scout, 
January 14, 1977. 
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franchises of the N.H.L. are the two most blatant and well 
publisized examples of owner interference with regards to 
managerial and coaching perogatives in the major league 
hockey industry. 

In Los Angeles owner Jack Kent Cooke is actively 
involved with every major personnel decision and had been a 
moving force behind the team's policy of trading away its 
higher draft choices for veteran players.®?7 In exchange for 
solid if unspectacular veterans such as Gerry Desjardins, 
Terry Harper, Bob Murdoch, and Ross Lonsberry as well as 
assorted lesser lights such as Randy Rota, Ken Turlik, Skip 
Krake, and Eddie Shack the Kings have given up the draft 
rights to All Star caliber wingers Steve Shutt and Reg 
Leach, former W.H.-A. rookie of the year Gary MacGregor, 
promising young winger Mario Tremblay, Andre Savard the 
Buffalo Sabres fine young center, and veteran defenceman 
Dick Redmond. In addition, several other young players 
selected with draft choices relinquished by Los Angeles are 
showing considerable promise in the minor leagues. Pierre 
Mondou was rookie of the yea in the American Hockey League 
in 1975-76 while Rod Schutt won the same honour in 1976-77. 

Other than during the 1974-75 season when they 
collected one hundred and five points the Kings have never 


finished higher than a distant sixth in overall points at 


67 Bill Libby, "Milford Puts the Pieces Together; Kings Come 
Through For Cooke", The Hockey News, April 19, 1974, page 
W238 
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the season's end. Consequently, their average regular season 
attendance has never exceeded 12,700 persons per game in a 
building with a seating capacity of 16,005.68 

The St. Louis Blues are even more interesting with 
respect to the degree to which the owners are involved in 
front office affairs. Under the guidance of William (Scotty) 
Bowman the club was initially extremely successful winning 
the N.H.L.'s Western Division, composed of other expansion 
teams, each of its first three seasons and earning the right 
to compete in the Stanley Cup Final Series. However, Mr. 
Bowman left the team prior to the 1971-72 season after 
disagreeing with the clubs owner, Sidney Salomon II, about 
the extent of his authority to control the affairs of the 
hockey club.©9® Evidently, Mr. Salomon was and is prone to 
dabbling in the actual handling of players and even 
"suggested" line changes and personnel shifts on the ice.7° 
Former coach Lou Angotti has noted that Sid Salomon has 
tended to usurp the eoaches aut hoetes by allowing players to 
go over his head, that is, deal directly with Mr. Salomon 
rather than the coach when they have a grievance, 7! 
Moreover, according to former St. Louis general manager 


Chuck Catto, Mr. Salomon, who much like Mr. Cooke in Los 


68 Bill Libby, The Hockey News, May 21, 1976, page 13. 

69 Donald Berns, “Blues Part Company With clubs Future 
solid", The Hockey News, June 1971, page 6. 

70 John Jeansonne, “Islanders Reach For a Winner", Hockey 
Digest, May 1976, reprinted from Newsday. 

71 Bob Verdi, “An Inside Look at the Troubled St. Louis 
Blues", Hockey Digest, May 1976, pages 70-76. 
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Angeles participates in all major decisions, relied heavily 
on Mr. Emile Francis at that time General Manager of the 
rival New York Rangers organization for advice with respect 
to potential trades and other player transactions.72 It is 
difficult to conceive of a decision maker in any other 
highly competitive industry asking the advice of a rival 
manager about crucial strategy decisions in which he may 
have a vested interest. Mr. Francis became the Blues new 
General Manager, coach and part owner prior to the 1976-77 


seasone 


72 Wayne Overland, "Blues in St. Louis Don't Surprise 
Catto", Hockey Digest, April 1975, page 42. 
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7. Lack of Rigour in the Formulation of Strategy 
Related to Assembling a Legitimate Contender 

Strange as it may seem the first problem major league 
hockey general managers encounter in formulating the 
building strategy that they hope will eventually result in 
an improved hockey team is that many of them lack a clear 
conception of their organization's primary goal. Although 
they understand that they must strengthen their squads they 
lack a clear understanding of how powerful a team is 
required to maximize profits in an imperfect market. 
Consequently, strategies designed to achieve more immediate 
short run goals such as winning the next few games or making 
the playoffs are adopted. These goals themselves are not 
necessarily undesirable in that they provide the players, 
coaching staff, and management with a realistic short run 
guide as to whether or not the organization is progressing 
towards its ultimate goal of assembling and maintaining a 
team of legitimate contender caliber in the long run. 
However, when the strategy utilized in achieving short run 
goals precludes or delays attainment of the long run goal, 
legitimate contender status, it is poor strategy. 

Examples of firms foresaking opportunities to achieve 
legitimate contender status through implementation of 
strategies designed to accomplish short run oriented goals 
are common place. The Los Angeles Kings and California Seals 


(now known as the Cleveland Barons) consistently traded 
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their first round draft choices for veteran journeymen in 
the hopes of developing fan interest and support quickly by 
making the playoffs. In the five amateur drafts between 1969 
and 1973 the California franchise retained its own first 
round choice on only one occasion while the Los Angeles 
Kings have utilized a first round draft choice only once 
since their inception when they selected Tim Young sixteenth 
in the 1975 draft and then promptly traded him to Minnesota 
before he played a game with the Kings.73 Besides failing to 
establish a solid basis for their future it is interesting 
to note that neither team achieved any great degree of short 
run success by trading their draft choices as both missed 
the playoffs four times in their first six years of 
existence. 74 

The Minnesota North Stars also adopted a short run 
oriented building strategy centered around trading draft 
choices and performing favours with respect to the expansion 
and intra league drafts for teams with excess talent, 
notably Montreal, in exchange for a mixed bag of older 
veteran players such as Doug Mohns, Ted Harris and Lorne 
Worsely and younger players from the legitimate contenders' 
farm systems such as Claude Larose, Danny Grant, Jude Drouin 
and Barry Gibbs. The North Stars managed to achieve limited 


success through this strategy as they made the playoffs for 


1973-74 N.H.L. Guide, page 189. 
74 1976-77 NeHeL. Guide, page 164. 
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five of their first six years in the league, twice recorded 
eighty-five or more points in the standings and most 
importantly sold ones their arena. Although Wren Blair, 
Minnesota's general manager, was able to acquire good hockey 
players such as the aforementioned athletes through 
implementation of this strategy he could not acquire the 
necessary star players to establish the North Stars as a 
legitimate contender. In the mean time other expansion 
teams, notably Philadelphia and Buffalo, that had kept their 
draft choices and traded for young players from other 
organizations grew noticeably stronger while the play of the 
older players on Minnesota's roster deteriorated with 
advancing age. Nine individuals on the twenty man roster 
were thirty-one years of age or older during the 1972-73 
season, the last one in which the North Stars made the 
playoffs.75 Since the club hada squandered its high draft 
Choices in acquiring these players and few of them had 
Significant trade value in the twilight of their careers it 
was unable to gradually replace them with younger player 
inputs. Consequently, the North Stars have missed the 
playoffs for the last three consecutive seasons and their 
attendance has fallen from an average of over 15,000 fans 


per game in 1972-73 to under 9,700 fans during the 1975-76 


season. 76 


75 1972-73 NsH»L. Guide, page 36. 
76 Pat Thompson, The Hockey News, April 23, 1976, page 26. 
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Despite the impressive records of teams such as 
Philadelphia, Buffalo and the New York Islanders, which have 
taken a long run outlook and built for the future primarily 
utilizing the amateur draft, many firms continue to trade 
their high draft choices in direct contradiction of their 
publicly stated policy. Within their first two years of 
operation both Kansas City and Washington traded a first and 
a second round choice each for immediate player help.7? 
Similarly, the Vancouver Canucks traded their first choice 
move the, 1976. <dratt. during the 1975-76 season and a second 
round selection in the 1977 draft in the course of the 1976- 
77 season. 

One reason why many major league hockey managers 
continue to trade their high draft choices for players of 
average or mediocre ability is that their building 
strategies are not formulated in an orderly, rational manner 
based on empirical analysis of the facts but rather on 
intuitive interpretations of perceived relationships. 
Typical is Harold Ballard, the owner of the Toronto Maple 
Leafs, explanation of how the Leafs decided to modify their 
player acquisition policy and acquire young players via the 


draft. 

"King Clancy (Leaf Vice President) and I were 
sitting at the 1974 All Star Game in Montreal when 
it struck us that the kids had taken over the game. 

Outside of three or four players, the top men 


77 See 1976-77 NeHeL. Guide, Steve Durbano, page 356, Bill 
Clement, page 337, Bob Pardise, page 498, Denis Dupere, page 
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on the ice were all 24 years of age and under. When 
we considered our own club and the large number of 
players we had over 30. We knew it was time ta go 
with the kids, to round up as many youngsters as_ we 
could and stick with them until they developed into 
a good team. "78 
In this instance Ballard and Clancy's intuitive 
interpretation of the relationship between age and ability 
had enough basis in fact that it permitted them to establish 
the groundwork for the current Leaf squad, widely regarded 
as one of the up and coming teams in the N.H.L.. However, 
through utilization of this "touchy feely" or "gut reaction" 
approach to policy making, they could have just as easily 


postulated a completely erroneous interpretation of the 


facts. 


78 Frank Orr, “Young Mans Game", The Hockey News, Dec. 31, 
1976, page 12. 
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(1). Major League Hockey's Managerial Mythology 

The use of conjecture, opinion and speculation to 
formulate re acquisition policy with little expenditure 
of effort in the direction of real analysis has resulted in 
the establishment of an erroneous mythology that is widely 
accepted by managers throughout the industry. The 
detrimental effects of this mythology are so widespread that 
its major postulates and precepts deserve more detailed 


discussion. 


(a). The Value of Experience 

General managers and coaches throughout the major 
league hockey industry seemingly never tire of singing the 
praises of experience. They speak movingly, even reverently 
of the veteran player's role in the mystical formula that 
will eventually result in the production of a competitive 
team. When a young player makes a serious defensive blunder 
it is invariably referred to as an error of inexperience. 

In’ fpoint)’ of “fact, there are thousands of goals scored 
in major league hockey annually and the vast majority of 
them can be said to have occurred as a direct result of a 
serious defensive breakdown by a veteran player but these 
errors are almost never attributed to excessive experience. 
The competence of a major league hockey player is not _ so 
much a function of the number of years or games he has 


played at the major league level but rather a function of 
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the amount of talent he possesses where talent is defined as 
physical ability plus the motivation to utilize it. 

Granted, a young man entering the major league 
professional hockey ranks from an amateur feeder system 
usually requires a transitional period in which to 
acclimatize himself to the faster pace and higher skill 
level of the professional game but he normally is able to 
accomplish this transition within a season or two if he 
receives ample ice time and good coaching.?9 The length of 
this adjustment period in professional hockey is shorter 
than that of some other professional sports such as football 
because the key strategies, tactics, and techniques of the 
game remain unchanged from the amateur to the professional 
ranks, the difference between the two being in the 
difficulty of execution. Additional experience beyond this 
adjustment period is undoubtedly helpful in that the 
individual probably analyzes and reacts to situations more 
adeptly, but the returns on this additional experience are 
marginal and diminishing in nature. 

Many major league hockey general Managers and coaches 
appear to make an error in logic in assuming that a proven 
major league veteran is competent because he is a _ veteran 
when in point of fact it is more accurate to say that he is 
a veteran because he is competent as he has probably 
improved only marginally since his first year or two in the 


79 Supra. pages 150-54. 
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league. 


(b). The Work Ethic 

Hard work is critical to the success of any major 
league hockey player or for that matter any athlete. Without 
a concerted effort to make the most of his physical ability 
an athlete's productivity suffers. An individual with 
excellent physical skill is reduced to a mediocre level of 
achievement without hard work while an athlete with good 
physical ability is a poor performer without it. 

However, hard work has its limitations. A player with 
little physical ability cannot hope to reach the forefront 
of his profession solely on it alone as there are too many 
individuals who possess both attitude and physical ability 
in front of him. The most he can hope to achieve is to be 
recognized as one of those hard working dependable athletes 
of marginal ability usually referred to as a "veteran 
journeyman". Moreover, since it is only his diligence that 
allows him to be even a marginal player, an individual with 
limited physical ability can never afford to relax his 
efforts because his physical abilities cannot carry him. His 
performance consequently becomes inadequate whenever he is 
either psychologically or physically unprepared for a 
contest. 

Hardwork, or rather the lack of it, is commonly 
utilized as a scapecoat by general managers or coaches of 


mediocre or poor clubs displeased by their team's erratic or 
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poor performance who wish to divert attention from the real 
root of the problen, their own inability to assemble the 
necessary talent, by accussing the players of giving less 
than a full effort. These accusations usually occur either 
during a prolonged losing streak or shortly after the tean 
has lost to a supposedly weaker club after defeating or 
severely testing a vastly nore talented squad of 
Championship caliber. Typically these allegations are 
usually accompanied with threats to "make changes" or take 
"disciplinary action" in the form of fines, suspensions, or 
demotions to the minors. 

The crux of management's argument in this regard is 
that if the team is capable of being competitive with one of 
the league's powerhouses it should be able to easily dispose 
of the circuit's other mediocre and weak squads. Therefore, 
management argues, “the players must be lazy of just going 
through the motions when they play the less talented squads. 

The fact that is overlooked in this type of analysis is 
that mediocre teams are composed of less gifted athletes who 
are not endowed with great physical attributes and must 
consequently work extremely hard every game just to remain 
competitivee If they relax for a moment the match is lost as 
they lack the raw physical resources to overcome mistakes. 
For these teams then there are few easy victories as 
virtually every game is a struggle, win or lose. 

Unfortunately for these teams, major league hockey's 


regular season does not consist of a limited number of games 
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with ample opportunity in between matches to rest and 
prepare for the next contest. It is instead a grueling 
eighty game grind played over eight months involving in many 
cases over a quarter million miles of air travel and 
sometimes weeks of living out of a suitcase. The rigours of 
this schedule make it virtually impossible for any 
individual or team to be physically and psychologically 
prepared for every regular season contest. This unavoidable 
lack of adequate preparation time affects mediocre and poor 
clubs more than championship caliber teams because athletes 
on the weak squads have less to give and when they are 
prevented by fatigue from utilizing what talent they do 
possess to its fullest extent they are lost. 

Consequently, the fortunes of these mediocre squads 
fluctuate markedly. Although the peaks in their cycle rarely 
get very high the valleys can be quite deep. Mediocre and 
poor teams have more incentive to play well against 
legitimate contenders because their pride is aroused and 
they regard it as a challenge to test their mettle against 
the best. However, there is significantly less challenge in 
playing squads of their own caliber. Conversely, 
championship caliber teams rarely become highly energized 
with respect to playing a contest against an also ran unless 
they are endeavouring to eradicate an embarrassing one game 
losing streak, preferring instead to marshall their energies 
for when they meet other legitimate contenders. They still 


work hard for the vast majority of games but not with the 
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Same emotional intensity as when they play a contending 
team. Hence, mediocre squads are able to often tax 
championship contenders to the limit before finally 
succumbing and then lose convincingly to the last place club 
the next evening. 

Legitimate contenders, on the other hand, possess a 
reserve of talent to draw on over the course of the great 
equalizer that is the eighty game regular Seana Whereas 
the vast majority of players on a mediocre club must play 
well on a given night in order for the team to win; a 
legitimate contender can defeat mediocre Or poor teams if a 
substantially smaller number of its athletes are performing 


capably on that occasion. 


(Cc). Improper Utilization of the Draft 

There is still a great deal of reluctance on the part 
of many general managers in the major league hockey industry 
to utilize the amateur draft as the couadeeion oft their 
player acquisition policy. The arguments _ presented to 
justify this reluctance are essentially five fold in number 


and represent an important subset of the managerial 


mythology. 


Argument 1 - The Risk of Failure 
The degree of predictability between amateur and 
professional success is relatively low with many highly 


touted amateur propects failing to produce as professionals. 
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Consequently, a firm has to be lucky to draft well. Since 
first round draft choices commonly receive multi-year 
contracts worth several hundred thousand dollars, paying 
untested amateurs this amount of money not only represents a 
misallocation of the firm's resources. but can upset the 
team's salary scale as the veterans tend to resent rookies 
being paid astronomical sums before they prove themselves. 69 
Counter Argument 

The draft, in point of fact, is highly predictable as 
twenty-two of the twenty-seven I stature players and sixty- 
four of the eighty-two II caliber players entering major 
league hockey between the 1969 and 1974 drafts have been 
amongst the first fifty-four athletes chosen in their draft 
year.®! Moreover, three of the five I stature players 
selected later than the fifty-fourth player or not drafted 
at all (Anders Hedberg, Ulf Nillson and Borje Salming) came 
from the European feeder system before it was highly 
regarded as a producer of professional talent while another 
I, Dennis Sobchuk, was selected later than he normally would 
have been because he had already signed with a W.H.A. 


tean. 82 


Furthermore, Several N.H.L. clubs have been able to 


80 Bob verdi, The Complete Handbook of Pro Hockey, page 260. 
Mark Mulvoy, “Youth is Not Wasted on the Young", Sports 
81 Supra. pages 134-42. 

82 It was not until the first Canada Russia series in 1972 
that the European feeder system began to be appreciated as a 
source of major league talent. 
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reduce the degree of risk associated with selecting players 
within the first few rounds of the draft to the point where 
it is quite acceptable. Of the sixteen individuals chosen by 
the Montreal Canadien's organization amongst the first 
eighteen players in their draft year in the 1969 to 1974 
drafts inclusive only two, Gordon McTavish and Ray Martinuk, 
have failed to demonstrate that they are of least III 
caliber.®3 Over the same time period the Buffalo Sabres and 
Toronto Maple Leafs had six first round equivalent draft 
Choices apiece and both failed to select a player of at 
least III caliber only once each. Morris Titanic has not 
produced for the Sabres while Ernie Moser was the Leaf's 
mistake. 84 

Finally, the opportunity cost of not attempting to sign 
high draft choices deserves consideration. As has been 
previously demonstrated the better players are chosen within 
the first three rounds of the N.H.L. draft. Consequently, if 
a club fails to compete for these individuals it gives up 
any opportunity to acquire top caliber talent as star 
players, being justifiably regarded as scarce resources, are 
rarely traded or sold. Moreover, without signing its higher 
draft choices it is unlikely that a club could acquire 


sufficient player talent to enter the trade market. 


®3 Supra. page 151. 
8¢ Underage players were excluded and the draft positions of 


the underage players shifted upwards. 
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‘Argument 2 - The Length of the Transition Period 

When teams are built by acquiring young players through 
the draft it takes too long for them to become competitive. 
Fans are not prepared to wait for teams to develop and must 
be placeted immediately by at least making the playoffs. 

Counter Argument 

Attendance does not increase substantially in imperfect 
major league hockey markets until the team is legitimized as 
a championship contender. Therefore, a firm has few 
alternatives to building through the draft because it is the 
only source of top quality talent available on a long run 
basis as: trades require that something of equal value be 
exchanged, few talented free agents become available every 
year, and the players that can be bought or acquired via 
waivers are normally of marginal quality. 

In addition, there are strong indications that young 
teams, providing they possess sufficient talent, are no less 
competitive than older more experienced squads. The Houston 
Aeros even with Gordie Howe, who is forty-nine years of age, 
in the lineup are the third youngest team in the W.H.A. and 
are leading their division in points while the league's 
youngest club the Cincinnati Stingers, with an average age 
of 22.6 years per man, are locked in a tight battle for 
second place in the Eastern Division.®S Meanwhile in the 


N.HeL.e the New York Rangers are rebuilding with youth, three 


®s The Hockey News 1977 Yearbook, page 100. 
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of their regular forwards Pat Hickey, Wayne Dillon and _ Don 
Murdock: four of their five regular defencemen and one of 
their goaltenders, John Davidson, being twenty-three years 
of age or under. Neverthless they are more competitive than 
they were in 1975-76 when ten of their players were twenty-_ 
eight years of age or older. 8®® After forty-four games during 
the 1975-76 season the Rangers had collected thirty-eight 
points in comparision to garnering forty-four points in 
their first forty-three games during the current 1976-77 


campaign. 8&7 


Argument 3 - The Draft is an Ineffective 
Redistribution Device 

Some critics contend that the draft is a relatively 
ineffective means of redistributing talent because even the 
last place team achieves only a slight advantage over the 
first place finisher with regards to the opportunity to 
acquire the best amateur prospects. For example the N.H.L. 
has eighteen member teams, assuming the draft gives the 
seven rounds the last place club occupies draft selection 
positions 1, 19, 37, 55, 73, 91, 119 while the first place 
finisher receives the negotiation rights to the players 


chosen in draft selection positions 18, 36, 54, 72, 90, 118 


86 Norm MacLean, “Ranger Future Promising Under Ferguson", 


The Hockey News, Jan. 21, 1977, page 19. 
87 The Hockey News, Jan. 30, 1976, page 22 and Jan 21, 1977, 


page 20. 
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and 136. Therefore the last place team only has a 
Significant advantage over the regular season champion in 
the first round of the draft. 
Counter Argument 

The fallacy inherent in the aforementioned argument 
lies in the high degree of skewdness present in the amateur 
draft. The top amateur prospects are readily isolated and 
eee oauently are selected extremely early in the draft.88 
For instance, seventeen of the twenty-four I caliber players 
entering major league hockey from a North American feeder 
system between the 1969 and 1974 drafts were chosen amongst 
the top ten players selected in their draft year. Similarly, 
sixty-four of the II stature players entering major Meague 
hockey over the same time period were amongst the first 
fifty four players selected in the year they became eligible 
for the draft. Thus teams selecting in the early portion of 
the draft's first round enjoy a tremendous advantage over 
the clubs with later etevees because not only is the 
probability of acquiring an individual of at least It 
caliber much greater but the probability of a later drafting 
team being able to acquire a If is extremely low A 
comparison fof alle*the *players “chosenvinithes first draft 
position and the eighteenth illustrates this point. The 
first players selected in the amateur draft since 1969 have 
been: Rejean Houle (1969), Gilbert Perrault (1970), Guy 


a RSE ES A ES SES 


86 Supra. pages 134-42. 
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Lafleur (1971), Billy Harris (1972), Denis Potvin (1973), 
Greg Joly (1974), Mel Bridgeman (1975) and Rick Green 
(1976). The players selected in the eighteenth draft 
position constitute a much less impressive list: Ron 
Stackhouse (1969), Bill Clements (1970), Brian McKenzie 
(1971), Dwight Bialowas (1972), Blake Dunlop (1973), Ron 
Greschner (1974), Alex Forsythe (1975) and Bruce Baker 


(1976) .89 


Argument 4 - The Availability of Sleepers 
Another argument utilized against recruiting heavily 
from the first few rounds of the draft is that good players 
are available in the later rounds who are willing to work 
for less money than first, second, and third round draftees. 
Consequently, firms should conserve their monetary resources 
by relying on these low draft choices. 
Counter Argument 
Players of sufficiently high enough quality to play on 
contending hockey clubs are simply not available in the 
later rounds of the draft. When the underage juniors 
selected in the 1974 draft are excluded 555 players were 
selected later than the fifty-fourth player in the draft 
between 1969 and 1974. Excluding the European players , who 
were not selected because the major league hockey scouts 


were at that time unaware of the European feeder system's 


89 1974 Corrected for underage draft. 
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potential, only fifteen II caliber players and twenty-six 
III's emerged from this group of well over five hundred and 
LALCY draftees. 990 The aforementioned figures included 
individuals who were free agents that is, those individuals 
not selected in the draft. Moreover, the European feeder 
systems are drying up as a cheap source of quality athletes 
because this region is now being more thoroughly scouted. 
For example Bjorn Johansson, a Swedish defenceman, was the 
fifth player taken in the 1976 N.H.L. draft while three 
Swedes including Johansson were amongst the first eleven 
players chosen in the 1976 W.H.A. amateur draft.91 

Even if by some miracle a firm was able to consistently 
select good hockey players in the draft's lower rounds its 
savings with respect to salaries would be of a short run 
nature. Once they established themselves as fine players 
these "sleepers" would demand the market value for their 
services and complete their contractural obligations and 
jump to another club if substantial increases in salary were 
not forthcoming. 

Finally, because few good hockey players are available 
in the lower rounds of the draft, the opportunity cost of 
employing lower round draftees is that it is virtually 
impossible to ice a competitive team. Without a competitive 
team in an imperfect market attendance suffers and, due to 


90 Supra. pages 136-41. 
91 1976-77 N.HeL. Guide, pages 257-259. 
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the high fixed cost nature of the business, large losses are 


incurred. 


8. Poor Cost Control 

Ample evidence exists indicating that a large number of 
firms within the major league hockey industry are extremely 
inefficiently managed with respect to cost poner Wide 
divergences occur between teams with regards to salary level 
and player development expenses that are totally unrelated 
to the quality of the major league club or its minor league 
affiliate. 

The last place Birmingham Bulis have the highest salary 
scale in the W.H.A.~, $150,000 higher than the club with the 
next largest payroll.%2 However, the Houston Aeros with an 
annual player payroll of approximately $1.6 million finished 
the 1976-77 season forty-nine points ahead of the Bulls in 
the standings and have participated in every A.V.C.O. Cup 
final series since the league's inception.93 Similarly *+he 
Fdmonton Oilers operated with a player salary budget of just 
over $1.4 during the 1975-76 season. The Minnesota Fighting 
Saints finished five points ahead of the Oilers despite 
playing only fifty-nine games compared to the Oiler's 


eighty-one (the Saints were forced to suspend operations as 


92 Paul Patton, "Bulls Get Full Pay But Wait Until 30th 
Bassett Warns Club", Toronto Globe and Mail, Nov. 16, 1976, 


page 48. 
93 "aeros Move Up in Race With Win Streak", The Hockey News, 


Jan. 14, 1977, page 29. 
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a result of financial difficulties) yet had a player budget 
of only $1.3 million for twenty-seven players. 9% 

Nor is the record of managers in the more established 
N.H.L. in any way more impressive. Tom Cousins, principal 
owner of the Atlanta Flames, recently made reference to one 
N.He-L. firm whose payroll had skyrocketed from $560,000 in 
1972 to $2.8 million today.95 

If newspaper accounts of salary scales are at all 
accurate the aforementioned team can only be either the New 
York Rangers or the St. Louis Blues. The Montreal Canadiens 
are the only other club in the N.H.L. who could possibly 
have a twenty man payroll in excess of $2.0 million and they 
finished a full sixty points ahead of the Rangers and fifty- 
five points in front of the Blues in the 1975-76 final 
standings. The Boston Bruins reported a twenty player major 
league payroll of less than $1.5 million in response to a 
questionaire at a time when they still employed superstars 
Bobby Orr and Phil Esposito. Meanwhile, four teams the 
Vancouver cCanucks, the Pitssburgh Penguins, the St. Louis 
Blues and the New York Rangers, the most competitive of whon 
finished the 1975-76 season thirty one points in arrears of 
the Bruins, reportedmajor league player salary budgets in 


excess of $1.5 million for their major league roster. 


94 "Time Running Out on Saints as Creditors Continue to 
Close In", The Hockey News, Jan. 16, 1976, page 27. 


95 Alan Truex, "Flames Owner Ponders Alternatives to Keep 
N.H.L. Franchise in Atlanta", The Hockey News, Dec. 24, 


1976, page 14. 
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In addition, Wren Blair general manager and part owner 
of the Pittsburgh Penguins, reported that the operating 
costs of the Pittsburgh operation were an astronomical $4.6 
million before his group acquired the club. In comparison, 
an average N.H.L. firm operates on a budget of approximately 
$3.6 million.9® Furthermore, recent changes in the player 
market situation have resulted in an over. supply of 
journeyman hockey players.97 Yet, major league hockey's 
general managers have not taken advantage of this 
Opportunity to drive salaries down through hard bargaining 
with free agents. According to Clarence Campbell, president 
of the N.H.L., league salaries increased by sixteen percent, 
and one half tc two thirds of the free agents (most of whom 
had relatively little bargaining power) actually received 


raises. 98 


9. Subsidization of Ineffective Development Systems 

Evidence indicating a laxity of cost control and a lack 
of cost benefit analysis within the major league hockey 
industry is not restricted to the major league teams as 
their minor league affiliates also appear to be chaotically 
mismanaged. The Montreal Canadiens top minor league 


96 Bill Libby, "What Makes Wren Run...", The Hockey News, 


March 5, 1976, page 8. a 
97 Christie Blatchford, "The Newest Fear", Toronto Globe and 


Mail, March 11, 1976, page 46. 
98 Red Fisher, "N.H.L. Problems Rooted in Bad Management", 


The Montreal Star, Dec. 4, 1976, page G-1. 
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affiliate, the Nova Scotia Voyageurs, of the American Hockey 
League are regarded as being so strong that the majority of 
their players could compete successfully in major league 
hockey. 99 The Voyageur's total operating expenses in a given 
year are approximately $800,000 and in 1974-75 they lost 
$100,000 after generating $700,000 in income.199° However, 
other major league clubs with little or no talent on their 
major league are gubeleacsne minor league affiliates which 
have few legitimate major league prospects on their rosters. 
The Washington Capitals possess minor league contracts worth 
an estimated $900,000 while the Kansas City Scouts club 
which shifted its operation to Denver had a minor league 
payroll of $500,000. In addition, the St. Louis Blues paid 
about $500,000 to support their Providence farm club,19! 
These expenditures could perhaps be justified, if these 
farm teams were providing a steady flow of young talent for 
the major league club. Unfortunately, this is not the case. 
The two most highly regarded minor leagues are the central 
Hockey League and the Auesicon maenes League but of the one 
hundred and seventeen individuals listed on the starting 
rosters of the former andthe two hundred and thirty-six 


players listed on the starting rosters of the latter prior 


99 Prank Orr, "The Canadien ‘'Problem'", The Hockey News, 


Oct. 22, 1976, page 12. rs 
100 Hugh Townsend, “Vees: They'll Turn the Corner With New 


Complex-Pollock", The Halifax Chronicle Herald, March 12, 


1976, page 27. Ma alee a ee 
101 pon Ramsey, "100 N.H.L. Farm Hands Could Be Unemployed", 


Toronto Globe and Mail, April 20, 1976, page 37. 


it, 


et. s6hew on asneteeaeaaiad oe 
itp & 42 aeudersé PARA TENO, ipsor a enetntol: hone 
| page ot hhed ot nee Be rience et 
woegd, 00+ amoont £908 00%E., pacrenp nate am DER 
nit my ete on 98 ehentt, Lake Weak pelea conse fos. 
rT eeehssein eee med tom lw qoierdietos. pas: a 7 7] 
e7ae Thee a Srost Rasy oneswl 10ten en tedued we: 
‘we & LOD Bepene 1onke amnmeng stanigen Anse od 
* gohp saunen ant pity 200 OER. 
‘i eoekenie rev wav and ot to .Janege ate 
ore oeeeh 2lgod, a ods: on uy’ +00 0988, Ste. 
*4 ein. ete ranad ives’ shrte proguie 2 900. 
soo FE. y gh rat rani of aghdand afew aoarattanane coo is 
93 20pie? obey s pat) “hab ty, * oaaneve ty stew ese? x 7 
ruic oalt gen Re chee hed aman pint abs open Tot he ce 
Lwuened lian eyA evsipans a6. bebaeeor tt deed 208 oy ea 
we | db lo ved way cat Weae0n ana tues A: eda bee COMPS ake 
peeesens jadgl) ae), omnis “ apowbeybnan: nemsnaven pak: boxbeud . 
bhai sPuiad hus iat er ‘eitte site. ‘iii’ was $0, wresels | 
ieete Setsed. afte  mgarens waurnate sae oe ponerse: shonalg oy oF 


ca pad : 4 
thin. 7 | Ai csenhice anata aa —_ 7 
(et Belly nee (teeta a 2D ead, OOS Aad ANETE OE og 
‘2 m Jemek sei rca 7 Oke? Sh “£90 ee 
sei adhe s800> ods ante Siteees ate wbeeaawot Ayal ? Ay 


£1 deeb 4 ett « ghasollod-nel an eo 
Rented eh mies er ee SEE ates aftee we 
Ra “ Es ‘hage ay opie HW OOTM yyoeand go 208 


Beh gos Aha" oii, hoe sdede esagaod 


gf SY i q 


=, ae or nea ee aa hee aL 
YY A 1 Ae es 


to the 1973-74 season, only eighteen of the Central Hockey 
League players and twenty-seven of the American Hockey 
League players are currently on major league rosters,192 
Moreover, many of these individuals currently occupying 
spots on major league rosters are of marginai caliber. 
Examination of the A.H.L. rosters for the 1973-74 season 
reveals only three II caliber players, Bill Hajt, Peter 
Sullivan and tLarry Goodenough and one of I caliber Peter 
McNabb, while only one of the one hundred and_ seventeen 
CeH.L. players, Glen "Chico" Resch, could be considered of 
II stature. 

Since few minor league players are capable of earning a 
regular spot on a major league roster the amount of depth 
minor league teams supply to their parent clubs is 
negligible. Therefore, due to the fact that relatively few 
players from these clubs eventually develop into major 
leaguers, it seems pointless for major league hockey firms 
to retain a large number of career minor leaguers under 
contract. Nevertheless, eight of the fen NHL Gfiris 
replying to the author's questionaire employed over thirty 
players during the 1975-76 season, including their twenty 


man major league rosters. 


102 "Starting C.H.-L. Rosters", The Hockey News, Nov. 2, 


1973, page 32. 7 
"AHL. Rosters", The Hockey News, Nov. 16, 1973, page 28. 
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V. The Underlying Causes of Mismanagement in the 
Major League Hockey Industry 
Several factors have contributed to the overall low 
level of managerial expertise present in the major league 


hockey industry. 


A. Educational Standards 

The educational level of the industry's managerial 
personnel is exceptionally low in comparison to other multi- 
million dollar businesses. A large percentage of the 
eighteen N.H.L. general managers have not completed high 
school while Bill Torrey of the New York Islanders is the 
only college graduate in their ranks.193 The selection 
process which is utilized to recruit management personnel is 
largely responsible for this low educational level as the 
first prerequisite to gaining a front office position with a 
major league hockey club, is an an extensive playing career 
in either the major or minor leagues. Ten of the eighteen 
N.H-L. general eaneadens made the transition from player to 
coach to general manager.19* Since Major Junior A hockey, 
professional hockey's principal amateur feeder system, aot 
only exists separately from the educational systems but can 


discourage players from continuing their education as the 


103 "Current N.H.L. General Managers and Coaches", 1976-77 


NeHeL. Guide, pages 282-294. 
104 1976-77 N.H.L. Guide, pages 282-294. 


ony #400 anedan sie Ww , sagan al ie 
‘gare k sieetea event. SOERE 1 ON 

vol Lingeva oe) OP" ‘sed wih sq avai) -gio7osy, don : | 
vp ode l R Oe. . a rennet pateregue tearsnesea So ae 


Cs | r 
. 7») vy 
a = ’ ‘ i 
1 f i ia 


wane pe sy ntembot sit) 30 fevas sawsenseo 

i! Meee Rates. Ot son's a{n09 te wos cLiouoksquons'# 
oy 2 dugo Seq: eptet “2. -seazontedid, satiea, 

rie beeviques wee) gyal; anepemey Ls zone; epexeses 
ef2 ch eyekooked) Aver vow ane ao yrarot cise sabe 


no) Soudan agt ee euaes shee > ame aranbsipe 


ike go biaieg agate | tages * | 
sae pepe sr innerEy wa qe ek tiie seated Sugano h setae 
St a ony 2h ony logit ronke te) gotae ee FHA 35%; nd 
’ rey vaiah wf wis heaste add eBiaur Prepende La 2enay ; ee 2 


dutenk! a recast 2ee aN epee ad yaocaitne A azanae A? er 
fis. ~elews “yedven “ypnetieae hagioniae Bi yetoed tnaoteacteey. 


a2 inGS baggnyn tena pound dd wot ulegeanae asaire ytao 


, ‘A 7 
a 4e 
i i ia : & wr ia a Hl =. th 


= 


eteaes | regions nae sane peers ores taergea, *F: 


eu a ity , a s 


ee tosaegeaey sigan’, co newt see ed dot oy 7% ne | 
rae 2s foxet Lnsuks eae, vertrade, sat caval stiseand = 
winds a} ‘npkeiepese7s: suc | / a 


64?) Se. pridenwt nae teat ian, out azeyata rpaincoeds 


My S pie . ' =} 


“y asyer ~2bsy) ated s8 
ta lets Sieaseh°** 


") ih vy 
n 
‘ is 


Ad 
Sur 1 vis 
u 


25 


rigours of its schedule make it difficult for players to 
keep up with their studies, relatively few of this set of 
potential managers achieve a high educational level.195 

The other breed of general manager has worked his way 
up through the ranks after commencing work in professional 
hockey soon after completing high school. He _ has held 
humerous positions with varying degrees of responsibility 
from stick boy to trainer to scout, during his extensive 
training period. The remaining eight N.H.L. general managers 
worked their way up the corporate ladder in this fashion.196 
As N.H.L. President Clarence Campbell has noted: 

"It's always been my view that the best hockey 
executives are those who have scuffied around 
through the minor ranks in Canada, who operated 
teams at all levels and learned all facets of the 
game. They are the best prepared to handle a 
team."107 

It is a small wonder that Mr. Campbell would make this 
statement as this is the only type of hockey executive he 
encounters. 

While formal business training is not a prerequisite to 


success in the major league hockey industry, a fact several 
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105 Bruce Kidd and John McFarlane, The Deat 


64. 
106 "Current General Managers and Coaches", 1976-77 N.H.L. 


Guide, pages 282-294. 
107 Frank Orr, “Campbell Speaks Out", The Hockey News, Dec. 


27, 1974. 
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highly respected hockey executives notably Sam Pollock of 
the Montreal Canadiens and icocege "Punch" Imlach of the 
Buffalo Sabres can attest to, an education which facilitates 
the analytical solution of business oriented problems would 
surely be beneficial in an industry that is becoming 
increasingly complex as a result of the legal, structural 


and market constraints placed upon it.198 


B. Owner Interference 

Even in instances where a competent general manager is 
at the helm of a major league hockey firm interference by 
owners who are no more analytical than the manager and lack 
his expertise in hockey matters can grieviously effect the 
entire operation. George "Punch" Imlach who was the coach 
and general manager of the Toronto Maple Leafs when they won 
four Stanley Cups required the consent of a hockey committee 
consisting of the team's owners and their friends before he 
was allowed to make any major deal.!99 Meanwhile, Scotty 
Bowman the man responsible for much of the St. Louis Blues 
early success left the team in disgust after his owners, the 
Salomnons, continually overruled him on key personnel 
decisions. 110 Similarly, the California Golden Seal's 


general manager Garry Young was severely hindered in his 


108 Bill Libby, "Sam The Ice Man", The Hockey News, Oct. 22, 


1976, page 8. 

109 Imlach and Young, Hockey Is A Battle, page 3 and 4. 

110 Donald Berns, "Blues Part Company With clubs Future 
Solid", The Hockey News, June 1971, pages 6 and 20. 
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efforts to prevent wholesale player defections to the W.H.A. 
by the franchise's owner, Charles 0. Finely. Finely later 
reversed his stand and signed his remaining players to long 


term contracts. ii! 


C. Evaluation of Managerial Performance 

It is an open secret that owners tend to evaluate their 
managerial personnel on a short run basis. Consequently, the 
general manager and coaching positions within major league 
hockey have a tremendously high turnover rate. Of the 
eighteen individuals occupying the general managers’ chairs 
on the eighteen N.H.L. clubs just prior to the commencement 
of the 1974-75 season only twelve still retained their 
positions at the midway point of the 1976-77 season. Over 
the same time period six coaches were also either relieved 
of their positions or resigned them.!1!2 What goes relatively 
unnoticed, however, is the effect the insecurity created by 
this turnover rate has on managerial performance. 

Driven by the knowledge that they are evaluated on a 
short run basis and with the full realization that they are 
for the most part qualified for little else but hockey 
Management, executives tend to become oriented towards the 


short run. Being rational individuals their thinking becomes 


111 Bill Libby, "Charlie O. Fighting Back", The Hockey News, 
June 1973, page 8. 

112 1974-75 NeH.L. Guide, pages 230-239. 

1976-77 NeHLe Guide, pages 282-294, 
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geared to the present or immediate future rather than the 
long run viability of the organization. They attempt to 
compile as impressive a record as possible in the short time 
that they have with the club in order to ensure their own 
marketability. Consequently, even though they realize the 
franchise will never be competitive without them and as a 
result their own career with the firm will have a limited 
duration, the managers continue to trade draft choices for 


immediate player assistance. 


D. The Monopoly Structure of Major League Hockey 

The monopoly structure that existed in the major league 
hockey industry prior to the formation of the W.H.A. also 
contributed to the mismanagement of its firms. Unhindered by 
competitive market forces the N.H.L. was able to keep its 
player costs at an extremely low level. In 1971-72, the year 
prior to the formation of the W.H.A., the average N.H.L. 
players' salary was $31,688 and salaries constituted 
approximately 24% of a team's total operating budget. 
Baer ce had been relatively constant at this percentage of 
operating costs for the previous ten to fifteen years 
although they experienced an increase from an average of 
$16,533 in 1965. The percentage of total operating costs 


allocated towards salaries by N.H.L. clubs is now 48% while 
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the average N.H.L. salary is $88,000.113 Operating costs 
themselves have risen from $850,000 in 1965 to $1.75 million 
in 1971 to $3.5 million today.11¢ 

With relativley low operating costs managers were able 
to show their owners an impressive bottom line at the 
conclusion of each season irregardless of how inefficiently 
the firm's resources were in fact being utilized. Noll 
estimated that the California Golden Seals, a franchise 
Situated in an inadequate market, was the only unprofitable 
firm in the N.H.L. during the 1972-73 season.115 
Consequently, managers were under considerably less pressure 
to maintain tight cost control and in many cases were guilty 
of unnecessary avhenatenee se For example as late as the 
1971-72 season eight of the sixteen N.H.L. clubs operated 
more than one minor league team when they did not have 
enough talent to stock one properly.116 It is only now when 
hockey executives are for the first time facing some of the 
everyday pressures exerted on managers of other multimillion 
dollar businesses that their lack of environment are coming 


113 Jamie Wayne, "Next Step In N.H.L.: Contraction", 
Financial Post, Jan. 22, 1977, page 2. 

114 "Campbell Gives N.H.L. Blunt Warning: Cut Costs or Weak 
Teams Will Fold", The Hockey News, May 23, 1975, page 2. 

115 Roger Ge Noll, "The Team Sports Industry: An 
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City /Los Angeles; Springfield, Seattle /California; 
Baltimore, Columbus. 


re es - cs na : ea 


S63 6D S24, 0004 vbr at: yankee! cera 

cotiitea @.'e eF 200. a4 ootunieiee wg, vias bind 
1 Oe eabes so htthn 688 one 

ide oFew a xepheae BgHwO pazsiange wot: qoivizaies | 


| 4 . | 


set er so eydeitzang ch agus hei 
‘wisLite@? goddd neobby npexad _— pues se 
selene, gated: \ ioek (AK aimee ROM OROT, ine 
> 4 \oleey wedded’ bhetettes ote Faba 
pou iia oete enw .Sowane Ssenyesent — ma Ses tog 
“pea; Et+RN or * pa ‘etd teh ea : “oat a 
¢ gael {Mdsrebtanee aonee vias oxepenky eer 2 
Senv Sweat ¥pan ds fam sePINGS PROD: apis Se ae: 
oi we olqdare: 20m vere tp Damas _Tusaasventy” 
aug “da te~ od ale vanuau’iagt: ae oipie. noesom St afte 
ove on ACh euhe wont hee: maguas. pacts baad yang: ‘ae o70W . 
ine Oe clap eh Or Shp asoanine aad: pee’ ‘et taoiey apnoae. 
ote ho ade, kahve: ont Aaa ne ot ab wepzsezere yeso8 | 
odd: tidal “ene: ta semi sinn ah bag Yane wimirs BeTy obra 
posian Sri saan nee: We dort stges itt ‘eeesep tend xeSK08 
a rome sage i pala | 


age, ene, a 


280 


to light. Previously, their ineptitude and incompetence were 


hidden behind the monopolistic structure of the industry. 
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VI. Alternative Solutions to Major League Hockey's Problems 
Essentially four changes in its structure have been put 
forward as partial solutions to the multitude of problems 
besetting the industry. These alternatives will be discussed 
with respect to their objectives, possible ramifications and 


ease of implementation. 
A. Immediate Solutions 


1. Establishment of a Dispersal Draft 

The establishment of a dispersal draft has been 
postulated as one method of auualizine the talent amongst 
the member teams of the N.H.L. Each team would be allowed to 
protect a limited number of its players with the clubs being 
able to select unprotected players on a reverse order of 
finish basis. The arrangement most often discussed allows 
for only twelve players to be protected with no team being 
permitted to lose more than four athletes.117 This measure 
would undoubtedly equalize the distribution of talent to a 
large degree and consequently will meet strong opposition 
from the clubs it will effect the most, the legitimate 
contenders, if an attempt is made to implement it. 


A more important issue raised by the the possible 


417 George Hanson, "Charity Isn't Care for ‘Have Nots* 
Woes", The Montreal Star, Jan. 12, 1977, page D-3. 
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implementation of such a draft concerns the question of 
whether or not inept and incompetent owners and managers 
should be subsidized by their more astute counterparts. 
Three of the five N.H.L. clubs (Boston, Montreal, 
Philadelphia, Buffalo and the New York Islanders) currently 
considered by most observers to be the league's legitimate 
contenders have come from different expansion eras. 
Consequently, it can be argued that any inherent competitive 
advantages the so called “established teams" may have 
enjoyed with respect to icing a competitive product have 
been equalized. Therefore the uncompetitive clubs' perennial 
predicament given the obvious success of their counterparts 
who entered the league at the same time, is largely of their 
Own making. They have traded and drafted foolishly in 
comparison to the astute maneuverings of their rivals and 
are now paying the price for their lack of managerial 
expertise. 

If individuals who lack the necessary managerial 
ability to operate a successful franchise are subsidized the 
integrity of the sport may suffer as a result. The least 
competent organization would be rewarded for its efforts by 
being provided with the first opportunity to select from 
both the amateur and the dispersal draft. This structure 
presents the danger that managers would attempt to ice a 
less competitive team in order to achieve greater benefits 
at a later date through these equalization devices. Thus the 


fanst faith in the essential integrity of the game could be 
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Shaken if it appears that organizations are provided with 


incentives to give less than their best effort. 


2. Geographical Realignment of Divisions 

The realignment of divisional structures within the 
major league hockey industry on a geographical basis has 
been suggested as a partial solution to some of the 
industry's problems. The purposes of such a realignment 
would be to reduce travel costs and improve the caliber of 
play by allowing the players more rest and practice time. In 
addition, this measure's proponents also contend that it 
will further the development of rivalries between cities and 
thereby encourage better attendance.118 

Unfortunatly, the divisional realignment proposal is 
not without its drawbacks. First, the reduction of travel 
costs which average about $225,000 annually would not 
Significantly effect the budget of most firms as they 
constitute less than 7% of the typical N.H.L. team's 
budget.119 

Second, the increased rest and practice time allowed 
the players and coaches as a result of a decrease in travel 
would probably increase the caliber of play to a degree but 


there is no guarantee that this improvement would be more 


118 Jamie Wayne, "Next Step In N.H.L.: Gonvraction > 
Financial Post, Jan. 22, 1977, page 2. 
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than marginal. Third, realignment along geographical lines 
would reduce the number of times the better drawing teams 
played in some cities and could therefore cause a decline in 
attendance that would not be fully offset by increased fan 
interest occuring as a result of the development of a 
geographical rivalry. Finally, geography may not be as 
important as team quality in developing rivalries. The 
biggest draws on the road are still the legitimate 
contenders not the mediocre clubs situated within a given 


geographical radius. 


3. Reduction of the Schedule 

Various individuals usually fans, players, or media 
people have suggested that a reduction in the number of 
games played would facilitate better competition and 
increase fan interest.129 The logic behind this proposal is 
that the players would be better prepared for each contest 
while the fans would not become as bored by an excessively 
long schedule. 

The primary drawback to this proposal is that in a high 
fixed cost industry where price has reached the equilibrium 
point such a suggestion is clearly absurd. As Brian O'Neil, 
Executive Director of the N.H.L., has noted, "the economies 


of hockey necessitate the 720 game schedule. Scrap one game 


120 Jamie Wayne, "Next Step In N.H.L.: Contraction", 
Financial Post, Jan. 22, 1977, page 2. 
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4, Merger Between the N.H.L. and W.H.A. 

The possibility of a merger, accommodation or 
consolidation between major league hockeys' two competing 
cartels has been widely discussed as a potential solution to 
many of the industry's problems.122 The proposed form of 
such an agreement varies from a common draft and 
championship series, to outright merger between the two 
leagues similar to the one involving the American Football 
League and National Football League.!23 Alternatively some 
have prophesized that the W.H.A. will disband with a few of 
its franchises joining the N.H.L.12¢ 

Despite the variety of proposals’ related to an 
accommodation between the leagues their purposes are 
essentially two fold. The first and primary purpose behind 
any such agreement is to eliminate competition for the 
services of professional hockey players and thereby turn a 


seller's into a buyer's market.!25 Second, since most 


121 Norma McCabe, “Joe Who?", Toronto Globe and Mail, Nov. 


POPOL O TG page (oie tl ae See rua ace 
122 Richard Procter, "Pro Rivals Should Unite, Hull Says", 


Toronto Globe and Mail, Nov. 15, 1976, page S-7. 
123 “Benevolent Dictator Hockey's Salvation", The Albertan, 


Jan. 19, 1977, page 14. 
124 Jamie Wayne, "Next Step in N.H.L.: Contraction", 


Pinancial Post, Jan. 22 1977, page 2. 

125 Pon Ramsey, "NHL. Owners Talk Merger with W.H.A. 
Approach Players for Co-operation", Toronto Globe and Mail, 
Dec. 9, 1975, page 40. 
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amalgamation proposals involve dropping several teams the 
Supply of quality hockey players on the market place would 
increase dramatically allowing clubs to upgrade their 
product in an absolute or artistic sense. 

Unfortunately for its proponents several major 
obstacles stand in the way of any possible merger. First, 
and foremost the N.H.L.'s collective bargaining agreement 
with the National Hockey League Players Association 
(N.H.L.~P.A.) which extends until 1980 could be voided at 
even a hint of discussion pointing towards a possibie 
merger.126 Breach of the aforementioned agreement would 
result in all of the N.H.L. players becoming free agents at 
liberty to sign with anyone desiring their services.127?7 
However, at the present time the possibility exists that the 
players might reconsider their position with regards to this 
matter if they felt the viability of the industry itself was 
in question. 

As Bobby Clarke current president of the N.H.L.P.A. has 
said: "But I'm sure if it came to that, we could always work 
something else out. We could rewrite the contract for the 
good of the game. 

Things are a little different now than when we signed 


the contract last season, and maybe it would be the best 


126 “Free Agent Clause Proves Clincher In Historical 5-year 
NeH.L. Agreement", The Hockey News, Oct. 24, 1975, page 17. 
127 Don Ramsey, "W.H.A. Officials Confer With Fagleson In 
Renewed Bid For Merger With N.H.L.", Toronto Globe and Mail, 
Nov. 10, 1976. 
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thing to have one league of fewer teams than two leagues and 
all the teams we have now."126 

Besides the problem with the N.H.L.P.A. any merger 
structured along the lines of the recent National Basketball 
Association and American Basketball Association agreement, 
in which the latter ceased operations while some epeius 
member firms joined the former, would leave the surviving 
clubs open to legal action by the firms excluded from the 
amalgamation. 129 

Even if the aforementioned difficulties could be dealt 
with and a consolidation of the leagues occurred with some 
WeHeAw teams ceasing operations and others joining the 
N.H.L. there is some question as to whether or not it would 
achieve its primary purpose. The average salary in the 
N.H.L. increased by some 16% before the commencement of the 
1976-77 season, according to league president Clarence 
Campbell, despite a lack of competitive bidding on the part 
of the W.H.A.139 The N.H.L. lost only four of the first 
fifty-four players it selected in the 1976 amateur draft to 
the rival circuit. 

Moreover, the addition of former W.H.A. franchises 


could in many ways cause the N.H.L. further problems. At 


19, 1976, page 10. 

129 Red Fisher, "N.H.L.-W.He-Aw Merger is an Impossible 
Dream", The Montreal Star, Dec. 11, 1976, page G-1. 

130 Red Fisher, "N.H.L. Problems Rooted in Bad Management", 
The Montreal Star, Dec. 4, 1976, page G~1. 
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least eight of the W.H.A. clubs have serious aeeee 
facility or ownership problems that could prove to be ddaed 
burdens on the N.H.L. should it choose to accept them into 
its ranks.13!1 In addition, several of the W.H.A. teams 
admitted to the N.H.L. probably would not be immediately 
competitive as the N.H.L. has had significantly more success 
in recruiting the better amateur propects over the last 
several seasons. Since 1972, the N.H.L. has succeeded in 
Signing eighty-five of the ninety individuals selected in 
its draft's first round.!32 The other member firms in the 
new major league might therefore be forced to subsidize 


these uncompetitive teams until such time that they acquired 


better player inputs. 


B. Long Run Solutions 

The aforementioned solutions to the major league hockey 
industry's difficulties have been essentially short run in 
nature and limited in their effectiveness as they do not 
attack the three major problems besetting the industry. 


These problems and suggested solutions will now be 


discussed. 
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1. Market Limitations 

As has been previously mentioned at least six firms 
within the industry (Houston, San Diego, Phoenix, and 
Minneapolis-St. Paul, in the W.H.A. and Colorado, and 
Cleveland in the N.H.L.) are situated in inadequate 
markets.133 Irrespective of their product's quality these 
firms will be forced to absorb large losses every season. 

Their owners! alternatives are then essentially 
threefold. First, the firm can continue to absorb these 
losses in hopes of developing a strong enough base of 
Support at a future point in time to make the operation a 
viable one. Second, the owners can disband the team and 
salvage as much of their loss as possible by selling the 
firm's assets (ie. its player contracts). Third, they can 
nove the franchise to a different market area. 
Unfortunately, with respect to this last alternative there 
are no potential franchise sites left with any brighter 
prospects for success than the ones already being occupied. 
Moreover, since few individuals have the resources or 
stamina to absorb losses of between $500,000 and $2.5 
million annually with only dim hopes of the operation ever 
becoming viable, the first alternative is also effectively 
eliminated. This leaves only the second course of action and 
it is the one that will be taken more and more over the next 


a a 
133 Don Ramsey, "N.H.L., W.H.A. Teams May Face Financial 


Crisis", Toronto Globe and Mail, Nov. 19, 1976, page 39. 
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few years as firms' losses continue to mount. 


2. Scarcity of Player Inputs 

Although, according to several distinguished 
authorities on the subject, the supply of quality player 
inputs has never been as large as it is at the present time 
this talent has been spread amongst many more teams.1!3* In a 
little over a decade the number of major league hockey teams 
has increased six hundred per cent from six to thirty while 
the number of major league job opportunities went from one 
hundred and twenty to six hundred. The scarcity of quality 
player; inputs will be alleviated somewhat within the next 
few years as. the six previously mentioned firms situated in 
inadequate markets, as well as some others with substandard 
facilities, such as Caigary, disband. If seven teams cease 
operations one hundred and forty hockey players will be 
thrown on the job market. Assuming that only thirty percent 
of these individuals are quality athletes, forty-two fine 
hockey players would be distributed amongst the remaining 
twenty-three firms. 

However, in the long run the industry will have to 
increase its efforts in the direction of improving the 
quantity and quality of player inputs from the amateur 


feeder systems. At the present time the main thrust of its 


134 Frank Orr, “Oh, Parity You're Wonderful", The Hockey 
News, May 23, 1975, page 142. 
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amateur assistance progran revolves around paying 
development fees to the governing body of Canadian amateur 
hockey, the Canadian Amateur Hockey Association (C.A.H.A.). 
The N.H.L. pays the C.A.H.A. almost $500,000 annually for 
its development of professional prospects while the W.H.A. 
also makes a significant contribution.135 The greatest 
portion of these monies are paid on a per player basis with 
regards to the graduating juniors. The fee structure 
currently in effect is detailed below: 
"The 1976 regulations provided for $1,000 for 
each draft claim, including claims for college 
players but not including claims for European 
players. For each drafted player signed to an N.H.L. 
contract in the first or second season following 
draft, a payment of $4,000 is to be made. An 
additional $5,000 payment is to be made for each 40 
games the drafted player plays in the N.H.L. during 
the first and second season following the draft. The 
total payment under the latter provision is not to 
exceed $15,000. Therefore, the maximum possible 
payment for all purposes is $20,000."136 
Despite the assistance provided amateur hockey by the 


major leagues there is evidence that some feeder systems'* 


135 “W.H.A. Calls C.A.H.A. Agreement Good Business", The 


Hockey News, Oct. 5, 1973, page 25. 
136 "The Universal Amateur Draft", 1976-77 N.H, 
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production of professional caliber player inputs is lagging 
behind their capabilities in this regard. As has been 
previously noted in this text the Quebec junior circuit 
produces far fewer major league caliber players both 
quantitatively and qualitatively than its O.H.A. and 
W.C.H.L. counterparts even when differences in population 
are taken into consideration.137 

The reason for this disparity in productivity appears 
to result from differences in the quality of the minor 
hockey programs within the various provinces and 
particularly the major cities. Montreal, Toronto, and 
Edmonton with populations of 2,821,000, 2,790,000 and 
540,000 people respectively were compared with respect to 
the number of major league hockey players born in each city 
from 1949 to the present. Sixteen individuals on major 
league hockey rosters were born in Montreal, thirty-seven in 
Toronto and eleven in Edmonton. None of the Montreal born 
players were of I stature while three were II's, five were 
TII's and the rest were IV's or V's. In contrast, three 
Toronto born players were I's, nine were II's and six were 
III's while Edmonton yielded three II's and three III's. It 
therefore appears that the Montreal minor hockey system is 
not as productive on a per capita basis as its counterparts 
in some other major Canadadian cities. This could to a large 
degree explain the disparity in the production of major 
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137 Supra. page 125. 
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league hockey players which exists between the Q.J.H.L. and 
the O.H.A. and W.C.H-L. as a large % of the province of 
Quebec's total population is centered in the Montreal area. 

Consequently, if the major league hockey industry 
wishes to significantly increase the quantity of quality 
players entering the professional ranks annually, it would 
be well advised to consider attempting to improve the 
quality of the minor hockey programs in the province of 
Quebec in general and the City of Montreal in particular. 
This could be accomplished by providing better qualified 
resource people to assist the local minor hockey officials 
and coaches in structuring their system and in improving the 
caliber of instruction. 

A similar program of assistance with respect to the 
minor hockey programs situated in regions of the United 
States where hockey interest is rapidly increasing might 
also greatly improve the supply of talent in the long run. 
America is currently experiencing a building boom with 
respect to arena facilities particularly in the Midwestern 
and Eastern Seaboard states.?38 If the industry takes steps 
to facilitate the development of talent from this as_ yet 
largely untapped source it could prove to be a tremendous 


boon to the industry as a whole. 


138 Christie Blatchford, "The Iceman Cometh Big to United 
States", Hockey Digest, March 1974, page 88. 
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3. Disparity of Managerial Ability Within the Industry 

Regardless of much the supply of quality player inputs 
increases the industry will not become more competitive in a 
relative sense until the wide disparity with respect to 
managerial ability amongst the teams is equalized to some 
extent. When the N.H.L. had only six teams and a large 
supply of talented players in the minor leagues roughly the 
same proportion OF clubs (one third) were chronic 
noncontenders. For example during the 1964-65 season, 
Montreal had eighty-five points, Chicago eighty-four points, 
Toronto seventy-eight points and Detroit seventy-one points 
with the New York Rangers and Boston Bruins bringing up the 
rear with fifty-four and forty-eight points respectively. 
Thus even when talent has been plentiful astute managements 
have still been able to divert a greater proportion of it 
towards their own firms. 

Given the widely varying differences that exist with 
respect to human capabilities in any field it is probably 
impossible to completely equalize the competitiveness of 
professional team sports enterprises, as some managers are 
simply more astute than others. A reduction of this gap in 
managerial competence is perhaps a more realistic goal to 
strive towards. However, the critical challenge facing the 
industry's policy makers in their efforts to reduce the wide 
disparity in abilities between the best managers and their 
mediocre counterparts, is to accomplish this end not by 


penalizing the former, but by upgrading the latter. The best 
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managers set standards for the other organizations in the 
industry to follow and should be applauded not penalized for 
their efforts. Moreover, it is essential to the integrity of 
the sport that a handicapping structure which rewards 
incompetent managers not be introduced. Otherwise fans are 
apt to lose faith in its basic integrity as the struggle for 
the top will lose its value. 

The difficulty in upgrading the level of management 
within the industry lies in discovering individuals who 
possess the necessary analytical, interpersonal relations, 
leadership, and decision making skills required to be 
successful in a normal business in conjuction with the 
ability to accurately evaluate athletic talent. The issue of 
whether oft-snot’ ite (ise easiernuistoy trainiians individual 
possessing the necessary business epicies to evaluate 
talent or educate an individual with the knack for 
evaluating talent in the necessary business skills is a 
contentious one to say the least. It is the author's 
considered opinion that the latter is easier. Three of the 
five franchises considered by many to be the most 
efficiently operated in the N.H.L.: the Montreal Canadiens, 
the New York Islanders andthe Atlanta Flames are headed by 
individuals Sam Pollock, Bill Torrey, and Cliff Fletcher 


respectively without any experience whatsoever as 


2d) 'b) pedésanigagio gouse Sag a8 
>) Lar kianag $e pehenigan. seat S tieitee “bee wottet 
ci lye9d0d 26900 intendene ab th verenDm 48 

B fyot 1373 (D200 wFOCONTIA pedaq ach ame ip, 068) 0g 
e a exea2 on birsads0 neon headae, vied fon ich iueeT 
IO? OLDE 32% pie Ge ead: RO yea) o Pecan aod of 2, ( 
ae wo anes 

npasosmam 4 barra, aati pabhare re at td oh ee f 
ose alanhte thal ‘ abtaves sie raijyet. were’ revepbeb ere 
MOM Ley janORTeg? jfedak pita tans qzne2oaan eae a i) 
eiiupas eidade perk coletosh. BAe ta — 
-it @2ie eS¢eoorege’ at | mamabned tanzon Bab: | 
pu eta? aa nels? cbs lds pramkaye pind erwond Soh ages 
depbiwibah as oben, oF mokitct mh a Pave to.  sbd 
fenleys. ai aehod kde, aiwenanetd | veaanaten mae 5 
4. anes Oddy IR ruhawinad Chil adeabeie 
é gk, wlhete,/segheane otiieensine ae, ef jagias vigseotere 
andrea wae an xy. dena ead ae er st evektoRnae | 


sue. Ses’ ‘eae oaahens at seated aig ara mabatao beaeb hen 


Pica, hae abt OW ‘yaaa: ‘te ietol spits « seal grasy ome 
binant snotenet ae ied co eas al see ghawakaisl 
ge Betinngl, eas erants eseatas aula an eretiaelel, 420% wok ote the 
retite i% sat Bite. _peeaver, mle sakes ane plsvbivabat 
em: ave dow HAH  eaeakaaennes, gaa “pO opdevs sonaven a 


be A avy, \ Ae ‘. Ay : . Ly | 5 
ae i et ee ore a st re 
Y ; LAr 
i Pub : ¥ git Sig a 4 uy ; : 
| ; 7 ’ i’ ho = ee i oe ‘har 
; 6 woo -) » LI mt us ; ra - 1 
J Ee! a rks ¥ “By : PI, ry ia 4 f 
18 Diet rar en = e ‘ i Riu as ml i A ; i j 
+ Ey) ei vy ee A 74 oun 
f ’ E - wi Fi ae f ; 7 
pit f, 7 ’ 
me I mes - i bh me 
i f ut (gt ah oF ee ee We bids ¢ Wi J 
ry yd i va ae iy ‘ 
: , ' Lire: pee eee a 
7 € a aa ® ) 
7 Z 4 bi foe eS et ce : 
, : ar ¢ Ak Abies! % A 
-_ 2S ¥ ro] SS y 
f ¢ = ea : ao) Lae i" A of mh 
a ee i — os aa F \ 7 ae 7 ~4 i Dae ry. 


professional hockey players.139 It is particularly notable 
that Sam Pollock, considered by most observers to be without 
peer in the industry, had an extremely limited background 
with respect to the game itself when he joined the Montreal 
Canadien's organization as a teenager in 1945.140 Mr. 
Pollock has himself stated that seventy-five percent of the 
hockey industry is like any other business and only twenty- 
five percent of it specialized.1¢*1 

The evaluation of talent is largely a matter of 
standards. A certain caliber of player is required to ice a 
Championship caliber team. Consequently, it is futile to 
accept athletes of a lesser quality as stop gap measures if 
their acceptance precludes or delays the acquisition of 
player inputs of sufficient quality to achieve legitimate 
contender status. Thus those managers who are willing to 
accept less than the best usually do and subsequently 
achieve neither legitimate contender status nor profit 
maximization. 

Not only is the adoption of extremely rigorous 
standards a prerequisite to the attainment of success, but 
it also greatly facilitates its maintenance. The setting of 


high standards provides the motivation to stay at the top 


139 Don Ramsey, "“Habs* Pollock Leads Way Among N.H.L. 
General Managers", Toronto Globe and Mail, Dec. 14, 1976, 


page 39. roe 
140 Bill Libby, “Sam the Ice Man...", The Hockey News, Oct. 


2, 1976, page 8. 
141 George Hanson, "Sam Has Come a Long Way From Snowden", 


The Montreal Star, Jan. 22, 1977, page H-1. 
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once success has been achieved and prevents the organization 
from becoming complacent. Socialization of the players to 
accept the challenge of maintaining the organization's 
stature helps to alleviate the dysfunctions which occur when 
players who have served the organization well over the years 
must be replaced before their productivity diminishes to the 
point where little salvage value can pelcediiged from then. 
The players realize and accept the fact that they must be 
replaced if the organization's high standards of excellence 
are to be maintained. 

Within the industry and indeed throughout all of 
professional team sport the Montreal Canadiens organization 
is the classic example of an adherence to rigorous standards 
in the long run. Where other firms within the industry set 
winning the Stanley Cup as their ultimate goal this is 
Montreal's minimum objective. 

Derek Sanderson, veteran hockey player, elaborates on 
the Montreal mystique: 

"Playing for Montreal has cracked many guys who 
couldn't stand the pressure. Every time they lose, 
the whole province of Quebec is up in arms. How 
would you feel playing ina city that has half a 
dozen newspapers and there are stories every day 
about the team? What else is there in Montreal to 
read about? The Expos (Montreals baseball team)? Do 
you know how deep inside a team you have to get to 


be able to write six stories a day for nine months? 
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So when they lose - and hell, they only lost ten 
times last year - there's always someone +o blame. 
Its as if you're not allowed to lose, that when you 
do you must have a scapegoat."1%2 
Not only is the standard set incredibly high but the 
Canadiens playing personnel seem to not only accept, but 
relish the challenge to perform up to these standards. Guy 
Lafleur the clubs premier right wing: 
"The City of Montreal represents perfection in 
the game of hockey. The fans know the difference 
between good and poor performance. Why should they 
be satisfied with poor performances?"143 
Henri Richard the clubs former captain at age thirty-six: 
“Our tradition here is so overwhelming that I 
think everyone wants to play with the team, although 
some who leave say they are relieved...One thing you 
learn here is every game is to be won and if you > 
haven't won everything the season is lost."14* 
The teams current captain Yvon Cournyer on the motivation to 
perform on Canadiens: 
w,..-1 feel I'm at my peak and havenft started 


to slow down yet. I can't afford to, because when 


142 Gerald Eskenazi, “Montreal Canadiens-The Drafting of a 
Dynasty", Hockey Illustrated Special 13-74, page 22-25. 

14#3 Hank Lowenkron, “Montreal Canadiens-The Glory That Was 
Theirs", Hockey Illustrated, May 1975, page 11. 

144 Bill Libby, “Matter of Standards", The Hockey News, Dec. 
15, 1972, page 8. 
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your contributions to this club decrease you are 
sent away.t¢s 
Thus their adherence to extremely rigorous standards 
has been one of the keys to the Montreal Canadiens 
organization's success and other major league hockey firms 
hoping to achieve a similar degree of success are well 


advised to emulate them in this respect. 


— eae 


145 Bill Libby, “Matter of Standards", The Hockey News, Dec. 
15, 1972, page 8. 
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Chapter V 


Summary and Conclusions 

Major league hockey firms operate in a high fixed cost 
industry. W.eHeA. firms have annual operating budgets of from 
$2.5-3.6 million while the typical N.H.L. firm operates on a 
budget of between $3.5-4.0 million. 

In order for a major league hockey firm to attain 
success, where success is defined as profit maximization, 
four elements must be present in conjunction with one 
another. First, the firm must have an adequate market, that 
is one that will allow it to utilize its full seating 
capacity at a relatively high average price per seat if the 
team is of championship caliber and approach its break even 
point if the team is of mediocre quality. Second, the firm 
requires a facility which has at least 15,000 seats and is 
comfortable and readily accessible to the general public. 
Where the arena is owned and operated by the same corporate 
entity as the hockey firm it should be able to cover its 
fixed and variable costs without being subsidized by the 
hockey firm. Third, the firm must be in possession of 
sufficient financial resources to enable it to absorb 
operating deficits of several hundred thousand dollars in 
the short run. Fourth, because firms situated in adequate 
but imperfect hockey markets are unable to utilize their 
full seating capacity at relatively high ticket prices until 


they have a championship caliber hockey team the firm 
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requires an Organization capable of assembling and 
maintaining a championship contender in the long run. 

A major league hockey organization must perform four 
functions if it is to achieve profit maximization in the 
long run. It has to accurately evaluate athletic talent, 
optimize and refine the aforementioned talent, market its 


product and maintain equity within itself. 


The Player Market 

There are essentially only four ways in which hockey 
firms can acquire the superior player inputs they need to 
assemble a legitimate contender, trades, raids on other 
teams, player purchases and the amateur draft. Since 
something of equal value must normally be exchanged to 
acquire a player via the trade route, few quality free 
agents are available annually and talented athletes are 
rarely sold outright; the amateur draft is the only 
acquisition mechanism which can be relied upon to produce a 
steady supply of superior player inputs in the long run. 

The draft has several important characteristics 
associated with it. First, it is heavily skewd towards its 
first few rounds, that is the vast majority of the superior 
player inputs available in any given year are _ selected 
within the draft's first three rounds. Second, due to the 
highly skewd nature of the draft, the risk of failure (While 


quite acceptable within the first round) increases 
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significantly with each ensuing round and is extremely high 
beyond the third round. Third, the adjustment period 
normally required of a player entering the professional 
ranks from an amateur feeder system is relatively short, 
providing he receives ample ice time and good coaching. 
Fourth, the Major Junior A leagues are the predominant 
sources of superior player inputs. The 0O.H.A. and the 
W.C.H.L. combined currently produce approximately 80% of the 
I and II stature hockey players entering the industry while 
10,5,3 and 2% of the athletes of this caliber are developed 
by the Quebec Major Junior circuit, the Canadian and 
American colleges, European hockey and Tier IZ Junior A 


hockey respectively. 


Major League Hockey Management 

Where a major league hockey firm is not unduly 
constrained by market, facility or fiscal restrictions the 
critical factor which determines whether or not it succeeds 
in assembling and maintaining a championship caliber hockey 
team in the long run, is the quality of its managerial 
personnel. 

The overall quality of managerial performance within 
the industry as a whole is poor. Organizational dysfunctions 
which are common throughout the industry, such as inadequate 
cost control, poor cost benefit analysis, sub-optimization, 
nepotism and the retention of incompetent personnel are 


manifestations of this lack of expertise. 
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The underlying reasons for major league hockey's poor 
managerial performance are basically four fold. First, 
because very few of the individuals directing these multi- 
Million dollar enterprises have formal business training, 
they lack the analytical skills to thoroughly analyze their 
enviroment. Consequently, they utilize a "touchy feely* or 
"gut reaction" approach to decision making. Second, owners 
within the industry commonly interfere with managerial 
perogatives beyond their realm of expertise. Third, the 
short run oriented manageriai evaluation process utilized by 
nost owners encourages managers to foresake long run 
planning and concentrate on attaining immediate short run 
goals, such as winning the next few games or making the 
playoffs, to the detriment of the firm's long run 
profitability. Finally, the monopoly structure of the 
indastry, which for so long shielded nockey general managers 
from competitive market forces, served to conceal the 
ineptitude of many individuals from their emplovers. Player 
sakaries were kept so artificially low that general managers 
could still show their owners an impressive bottom line 
irregardless of how wantonly they were in fact wasting 
company resources. 

The formatton of the WeHoAc, which turned a 
monopolistic economic structure into one of duopolv, had 
severe repercussions on the industry. First, operating costs 
rose dramatically. The average NHL. team's budget 


increased from $1.75 million in 1971 to $3.5-4.0 million 
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today. However, the net effect of this rise in operating 
costs on the firms has been somewhat overplayed as not only 
have the firms doubled their ticket prices, but inflation 
would have undoubtedly had a significant effect on operating 
costs, with or without the existence of the W.H.A.. Second, 
the rivalry between the two cartels promoted a land grab 
battle for franchise sites which resulted in several 
franchises being located in inadequate markets. These 
franchises have proven to be a burden on the healthy firms 
within their respective leagues. Third, the formation of the 
WeH.A. Spread the available player inputs amongst many more 
teams, further diluting the product's absolute quality. 
Fourth, because qualified managers are in even  shkorter 
supply than skilled hockey players, these scarce resources 
have also been spread more thinly amongst the industry's 
member firms. 

Finally, the revised economic structure of the industry 
has dramatically altered the balance of power with respect 
to player management relations. Where before the manager 
ruled by decree and therefore did not require a large 
repertaire of interpersonal relations skills, he must now 
exercise much more diplomacy and be cognizant of his 
employees’ reactions to his policies. Moreover, the changes 
in their enviroment force major league hockey managers to 
deal with a much wider range of complex economic, legal and 


business policy issues than they have ever dealt with 


before. 
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Suggested Long Run Solutions 

Three major actions must be taken if the industry is to 
regain its previously solid economic footing. First, all 
franchises which are without adequate markets, as well as 
those with severe long run facility problems should be 
allowed to cease operations. This will eliminate a large 
portion of the financial drain on the other firms and 
increase the supply of player inputs. It should be noted 
that merger is not necessarily a precondition for 
implementation of this policy. 

Second, a concerted effort should be made to improve 
the overall supply of player inputs by providing greater 
assistance to minor hockey programs, particularly in the 
province of Quebec and the United States. At the same time 
that the supply of player inputs entering the player market 
is improved, the player reservation system must be loosened 
eurficient ly. to prevent the legitimate contenders from 
stockpiling talented athletes on their minor league 
affiliates for an excessive amount of time. This latter 
suggestion is intended to promote the freer circulation of 
player inputs as it is pointless to improve the supply of 
talent if it remains concentrated in relatively few hands. 

Finally, the industry needs to recruit and train more 
qualified managers, if the disparity in performance between 
the best managers and their less competent counterparts is 
to be reduced. The leagues or the owners themselves will 


probably have to accept responsibility for this function as 
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the general managers can hardly be expected to be overly 
enthusiastic with respect to recruiting their own 
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